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SECURITIES ACT OF 1933 
Release No. 5944/July 12, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14954/July 12, 1978 


The Securities and Exchange Commission today 
released a letter written by Paul Gonson, its Associate 
General Counsel, in response to an inquiry which had 
been received from the Federal Trade Commission 
concerning the relationship between the requirements 
of the FTC that certain companies file Quarterly 
Financial Reports with it and the federal securities 
laws, and rules thereunder, administered by the 
Commission. The letter is as follows: 
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July 11, 1978 


James Folsom, Deputy Director, 
Bureau of Economics 

Federal Trade Commission 

Washington, D.C. 20580 


Dear Mr. Folsom: 


This responds to the letter dated June 5, 1978, from 
Mr. William Sprunk, Assistant Director for Financial 
Statistics for your Commission, which requested this 
Commission’s views on the relationship of the 
quarterly financial reports with the requirements of 
the federal securities laws. 


| understand from Mr. Sprunk’s letter that many 
companies required to file quarterly financial reports 
with the Federal Trade Commission (“FTC”) under the 
Federal Trade Act, 15 U.S.C. 46(b) and (f), are con- 
cerned that their filing of financial data and 
preliminary estimates before the public release of 
similar information on the Forms 10-Q filed with this 
Commission! might violate prohibitions on the 
improper use of inside information in the federal 
securities laws administered by this Commission and 
rules thereunder.2 The purpose of this letter is to 
inform you of the position of this Commission on 
such quarterly financial reports. 


| also understand that the data required to be filed 
with the FTC, which is used as a basis for its com- 
piled Quarterly Financial Reports, consists of an un- 
audited profit-and-loss statement and a_ balance 
sheet, both which may contain estimates. The 
individual filings of companies are compiled and used 
by the FTC under strict guidelines to ensure that they 
remain confidential and that the information relating 
to specific companies is not released to the public 
and does not otherwise become available before the 
filing of the Forms 10-Q with this Commission. The 
names and identities of companies are not released in 
the compilations prepared by the FTC. 





1Form 10-Q is used for quarterly reports of certain 
publicly-held companies under Sections 13 and 15(d) 
of the Securities Exchange Act of 1934, 15 U.S.C. 78m 
and 780(d). See, 17 CFR 249.308a, 240.13a-13, and 
240.15d-13. 


2See, e.g., Section 10(b) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78j(b), and Rule 10b-5 there- 
under, 17 CFR 240.10b-5. 
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The Quarterly Financial Reports, as compiled by the 
FTC, set forth up-to-date aggregate statistics on the 
financial results and position of United States corpor- 
ations. Based upon an extensive sample survey, the 
Report presents for each calendar quarter estimated 
statements of income and retained earnings, balance 
sheets, and related financial and operating ratios for 
all manufacturing corporations and (since the third 
quarter of 1974) for mining and trade corporations. 
The statistical data are classified by industry and (for 
manufacturing) by asset size. Pertinent data are also 
provided when possible on material distortions in 
comparability owing the changes in accounting 
conventions or user needs. 


As you know, on January 2, 1973, former Chairman 
Kirkpatrick of the FTC addressed a similar request for 
clarification of this Commission’s position to then 
Chairman William J. Casey. Commissioner Philip 
Loomis responded to that letter by a letter dated 
February 9, 1973. Our present position is substantially 
the same as it was in 1973. If companies subject to 
the jurisdiction of the FTC properly prepare and file 
the financial data required by 15 U.S.C. 46(b) and (f), 
and if the Federal Trade Commission prepares and 
uses such data in accordance with the Federal Trade 
Act and the rules promulgated thereunder and takes 
appropriate steps to maintain the confidentiality of 
such data, then the submission of such data to the 
FTC, in itself, is not a violation of federal securities 
laws or rules thereunder. 


| trust that the foregoing adequately responds to your 
request. 
Sincerely, 


Paul Gonson 
Associate General Counsel 


George A. Fitzsimmons, 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14941/July 7, 1978 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 





Act of 1934 (“Exchange Act”) the single ten day 
suspension of exchange and over-the-counter trading 
for the period commencing at 10:15 a.m. (EDT) on 
July 7, 1978 and terminating at midnight (EDT) on 
July 16, 1978 of the securities of Frigitemp Corp. 
(“Frigitemp”), a New York corporation with principal 
executive offices located at 67 Irving Place, New York, 
New York. 


The Commission suspended trading in the securities 
of Frigitemp at the request of the company. The 
Commission has taken this action because there are 
questions concerning the adequacy, accuracy and 
reliability of certain prior Frigitemp financial 
statements and because Frigitemp is delinquent in 
filing its Form 10K for the fiscal year ending 
December 31, 1977 and its Form 10-Q for the quarter 
ending March 31, 1978. 


The Commission cautions broker-dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along 
with all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant. to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker. or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 14942/July 7, 1978 


Investment Company Act of 1940 

Rel. No. 10313 /July 7, 1978 

Securities Confirmations 

AGENCY: Securities and Exchange Commission. 


ACTION: Rule amendment; postponement of effective 
date of rule. 


SUMMARY: The Commission is postponing until 
December 18, 1978, the effective date of its rule 
prescribing delivery and disclosure requirements for 
confirmations sent to customers by brokers and 
dealers. The confirmation rule was to become 
effective on August 1, 1978, with the exception of 
certain paragraphs which had previously become 
effective on June 1, 1977. The Commission is post- 
poning the effective date in order to coordinate imple- 
mentation of the new rule with the possible adoption 
of amendments to that rule currently under 
consideration. This postponement of the effective 
date also requires a technical amendment to the text 
of the rule. 


EFFECTIVE DATE: July 7, 1978. 


FOR FURTHER INFORMATION CONTACT: 


Jeffrey L. Steele, Esq. 

Office of Chief Counsel 

Division of Market Regulation 
Securities and Exchange Commission 
Washington, D.C. 20549 
(202-755-7587) 


SUPPLEMENTARY INFORMATION: The Commission 
today announced the postponement of the effective 
date of Rule 10b-10 (17 CFR 240.10b-10) until 
December 18, 1978, with the exception of the several 
paragraphs of the rule which became effective on June 
1, 1977. The Commission adopted Rule 10b-10 under 
the Securities Exchange Act of 1934 (the “Act”’) on 
May 5, 1977,1 and, with the exception of those 
paragraphs which became effective on June 1, 1977, 
the rule was to become effective on January 1, 1978. 
Subsequently, the Commission postponed until 
August 1, 1978 the rule’s effective date.2 


The Commission announced when it adopted Rule 
10b-10 that it intended to propose amendments to 
Rule 10b-10, which it subsequently did on June 23, 
1977.3 Those proposed amendments remain under 
consideration, and postponement of the August 1, 
1978 effective date will permit the Commission 





lSecurities Exchange Act Release No. 13508 (May 5, 
1977), 41 FR 25318 (May 17, 1977). 


2Securities Exchange Act Release No. 14573 (Mar. 16, 
1978), 43 FR 11981 (Mar. 23, 1978). 


3Securities Exchange Act Release No. 13661 (June 23, 
1977), 42 FR 33348 (June 30, 1977). 
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additional time to consider those amendments and 
will allow both Rule 10b-10 and any of the amend- 
ments adopted to become effective at one time. A 
single effective date for the rule as adopted and any 
amendments to be adopted will minimize any burden 
on brokers and dealers who must revise printed 
confirmation forms, computer programs and internal 
procedures in order to comply with the new 
confirmation requirements. Rule 15cl-4 (17 CFR 
240.15cl-4), which currently prescribes confirmation 
delivery and disclosure requirements, will remain in 
effect until December 18, 1978. 


AMENDMENT TO RULE 10b-10 


This change in the effective date also requires a 
technical amendment to Rule 10b-10, to reflect the 
fact that Rule 15cl-4 will remain effective until 
December 18. Paragraph (b) of Rule 10b-10 currently 
provides that brokers and dealers effecting 
transactions pursuant to qualified “periodic” plans 
may send to customers quarterly statements in lieu of 
the “written notification” described in paragraph (a) of 
Rule 15cl-4 (until August 1, 1978) and paragraph (a) of 
Rule 10b-10 (after that date). By postponing the 
effective date of Rule 10b-10 until December 18, 1978, 
it has become necessary to amend the August 1, 1978 
date that appears in paragraph (b) of the rule. This 
amendment is only technical in nature and imposes 
no new requirements upon brokers and dealers. 


For the reasons stated above and pursuant to the 
Administrative Procedure Act (5 U.S.C. 551 et seq.), 
the Commission finds for good cause that notice and 
public procedure on this amendment to Rule 10b-10 is 
both impracticable and unnecessary and that there is 
good cause for making this technical amendment to 
the rule effective immediately. The Commission also 
finds that adoption of this amendment to Rule 10b-10 
does not impose any burdens on competition that are 
not necessary or appropriate in furtherance of the 
purposes of the Act. 


STATUTORY BASIS 


The Securities and Exchange Commission, acting 
pursuant to the Act, and particularly Sections 3, 9, 10, 
11, 15, 17, and 23 thereof (15 U.S.C. 78c, 78i, 78k, 


78k, 780, 78q, and 78w) hereby postpones until 
December 18, 1978 the effective date of paragraph (a) 
of Section 240.10b-10 and amends paragraph (b) of 
Section 240.10b-10 of Title 17 of the Code of Federal 
Regulations to reflect that delay in the effective date. 


17 CFR 240.10b-10 is amended to read as follows: 
§240.10b-10 Confirmations of transactions. 


* * * * * 
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(b) A broker or dealer may effect transactions for or 
with the account of a customer without giving or 
sending to such customer the written notification 
described in paragraph (a) of this section (until 
December 18, 1978, Section 240.15cl-4(a)) if 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14943/July 7, 1978 


NOTICE OF FILING OF AMENDED PROPOSED RULE 
CHANGES BY THE MUNICIPAL SECURITIES RULE- 
MAKING BOARD 


File No. SR-MSRB-77-12 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on June 30, 1978 proposed rule 
changes under Rule 19b-4 to amend a proposed rule 
and a proposed rule amendment which are part of a 
series of proposed rules and rule amendments pre- 
viously filed with the Commission (File No. 
SR-MSRB-77-12) (Securities Exchange Act Release 
No. 13987 (Sept. 22, 1977), 42 FR 49856 (Sept. 28, 
1977); Securities Exchange Act Release No. 14519 
(Mar. 2, 1978), 43 FR 9672 (Mar. 9, 1978)). The 
purpose of that series is to codify basic standards of 
fair and ethical business conduct for municipal 
securities professionals. The proposed amendments 
filed on June 30, 1978 effect changes to MSRB rule 
D-8, which defines the term “bank dealer,” and to pro- 
posed MSRB rule G-19, which relates to the suitability 
of recommendations and transactions in municipal 
securities. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 17, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule changes or 
institute proceedings to determine whether the 
proposed rule changes should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, 500 North Capitol 





Street, Washington, D.C. 20549. Reference should be 
made to File No. SR-MSRB-77-12. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule changes which are filed 
with the Commission and all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of Section 552 of Title 5, United States 
Code, will be available for inspection and copying at 
the Securities and Exchange Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organ- 
ization. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14944/July 7, 1978 


NOTICE OF FILING OF AMENDED PROPOSED RULE 
CHANGE BY THE MUNICIPAL SECURITIES RULE- 
MAKING BOARD 


File No. SR-MSRB-77-9 


The Municipal Securities Rulemaking Board submitted 
on June 30, 1978, an amended proposed rule change 
under Rule 19b-4 to establish the terms and 
conditions under which municipal securities dealers 
may sell new issues of municipal securities during the 
underwriting period. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 10, 
1978. In order to assist the Commission to determine 
whether to approve the amended proposed rule 
change or to institute proceedings to determine 
whether the amended proposed rule change should be 
disapproved, interested persons are invited to submit 
written data, views, and arguments concerning the 
submission within 21 days from the date of 
publication in the Federa/ Register. Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 


Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-77-9. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements 
with respect to the amended proposed rule change 
which are filed with the Commission and all written 
communications relating to the amended proposed 
rule change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of Section 
552 of Title 5, United States Code, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organ- 
ization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14945/July 7, 1978 


NOTICE OF EXTENSION OF COMMENT PERIOD 
CONCERNING PROPOSED RULE CHANGE BY NEW 
YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-78-21 


On March 29, 1978, the New York Stock Exchange, 
Inc. (“NYSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
would rescind NYSE Article XIV and Rule 345(c), add 
a new Article XIV and Rules 476 and 477 and amend 
Articles Ill, X.and XI. Those proposed amendments are 
intended to conform the NYSE’s disciplinary rules to 
the provisions of the Act, to organize those rules into 
a uniform body of enforcement regulations and to 
clarify certain procedural requirements. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14755, May 
12, 1978) and by publication in the Federal Register 
(43 FR 23065, May 30, 1978). 
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On June 22, 1978, the Association of Investment 
Brokers requested that the Commission extend the 
time for filing comments concerning this rule 
proposal.' The Association stated that it had only 
recently become aware of the proposed rule change 
and was waiting for a copy of the submission to be 
received from the NYSE so that the Association could 
develop its comments. 


In response to the above request for an extension of 
the comment period and upon our inquiry the NYSE 
agreed to extend the time for Commission 
consideration of the rule proposal until September 5, 
1978. 


Accordingly, the Commission hereby extends until 
August 4, 1978 the time for filing written data, views 
and arguments concerning the submission. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-78-21. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of the subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organ- 
ization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘Letter from Merrill J. Chapman, President of the 
Association of Investment Brokers, to Joel Worshtil of 
the SEC staff, June 22, 1978. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14946/July 7, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-78-13 


The Pacific Stock Exchange Incorporated (“PSE”) sub- 
mitted on July 3, 1978, a proposed rule change under 
Rule 19b-4 to amend PSE Ruie Vi, Section 49 and 
delete Commentary .02 thereunder to add a further 
exception to the priority rules specified therein for 
spread and straddle orders. The proposed exception 
would be applicable only in those circumstances 
when a spread or straddle order could not be executed 
by accepting the bid and/or offer displayed. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 10, 
1978. In order to assist the Commission to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies therof 
with the Secretary of the Commission, Securities 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PSE-78-13. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organ- 
ization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14947/July 10, 1978 





Orders have been issued granting the applications 
submitted by the American Stock Exchange, Inc. to 
strike the common stocks of Aerodex, Inc. (par value 
5 cents) and Winston Mills, Inc. (par value 10 cents) 
from listing and registration. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14948/July 10, 1978 


Admin. Proc. File No. 3-5252 
In the Matter of the Application of 


GULF INVESTMENT BANKERS, INC. 
6115 La Vista Drive 
Dallas, Texas 


and 
THOMAS D. SULLIVAN 


WILLIAM D. LAINHART 
For Review of Denial of Membership by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS 
INC. 


ORDER DISMISSING REVIEW PROCEEDINGS 


Gulf Investment Bankers, Inc., Thomas D. Sullivan, its 
president and 75% owner, and William D. Lainhart, 
the firm’s vice president, appeal from action by the 
National Association of Securities Dealers, Inc. 
(“NASD”) denying Gulf’s application for NASD 
membership with Sullivan and Lainhart as registered 
principals. The NASD’s decision was based on certain 
injunctions which had been entered against the 
individual applicants. 


Subsequent to the filing of applicant’s petition for 
review, Gulf filed a notice of withdrawal of its. broker- 
dealer registration with this Commission, and that 
notice has now become effective.' Section 15A‘{q}(1) 
of the Securities Exchange Act provides that “[a] 
registered securities association shall deny member- 
ship to any person who is not a registered broker or 
dealer.” Thus, the issues raised in this appeal have 
become moot, and we shall therefore dismiss the pro- 
ceedings before us. 





1See Rule 15b6-1(b) under the Securities Exchange 
Act. 


Accordingly, IT IS ORDERED that these review pro- 
ceedings be, and they hereby are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14949/July 10, 1978 


A notice has been issued giving interested persons 
until August 4 to comment upon the application 
submitted by the Jamesway Corporation to withdraw 
its common stock (par value $1) from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14950/July 11, 1978 


DAVID A. WATKINS 

1212 Tower East 

1341 West Mockingbird Lane 
Dallas, Texas 75247 


FINDINGS AND ORDER ACCEPTING OFFER OF 
SETTLEMENT 


In these broker-dealer proceedings under the 
Securities Exchange Act of 1934 (“Exchange Act”),* 
David Watkins (“Watkins”) has submitted an Offer of 
Settlement, without admitting or denying the 
allegations contained in the Order for Public 
Proceedings, which the: Commission has determined 
to accept. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, it is found that it is in the public 
interest to accept Watkins’ Offer of Settlement, 
accordingly, 


IT IS ORDERED that, pursuant to his Offer of Settle- 
ment, Watkins comply with his undertaking not to be 





*Instituted in the matter of Michael J. Kratze, et al., on 
May 24, 1977. 
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an officer, director or registered representative of any 
broker or dealer registered or required to be registered 
with the Commission. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14951/July 11, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-78-10) 


The Depository Trust Company (“DTC”) submitted on 
July 5, 1978, a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934, 
concerning new Participant Operating Procedures and 
an amendment to DTC’s Rule 9 concerning ‘payment 
orders’’ which provide a mechanism enabling 
participants to settle amounts of money through DTC 
which are related to separate securities transactions 
through DTC. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 17, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-DTC-78-10. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14952/July 11, 1978 


NET CAPITAL REQUIREMENTS FOR BROKERS AND 
DEALERS 


AGENCY: Securities and Exchange Commission. 
ACTION: Proposed amendment to rule. 


SUMMARY: The Commission is proposing to amend 
its net capital rule for brokers and dealers. Recently, it 
has come to the attention of the Commission staff 
that certain broker-dealers have borrowed money 
payable on demand and secured the loans with fixed 
assets of the broker-dealers. Loans secured by fixed 
assets of a broker-dealer are given special 
consideration under the net capital rule. Yet, loans 
payable on demand are contrary to the intent of the 
net capital rule’s goal of liquidity since the calling of 
such loans could impair the liquidity of the debtor 
broker-dealers. If amended as proposed, the rule 
would limit the ability of brokers and dealers to 
deduct from aggregate indebtedness fixed liabilities 
secured by non-liquid assets of brokers or dealers 
which are payable on demand or within a period of 
less than six months. The rule would also limit 
payments on loans which could be made to certain 
persons. 


DATE: Comments must be received by September 11, 
1978. 


ADDRESS: All. comments should be directed in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Nelson S. 
Kibler, Division of Market Regulation, Securities and 
Exchange Commission, Washington, D.C. 20549 (202) 
376-8131. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced 
proposed amendments to its Rule 15c3-1 [17 CFR 
240.15c3-1], the uniform net capital rule. The 
proposed amendments would in effect limit the 
amount of the fixed liabilities adequately secured by 
assets of a broker-dealer which could be deducted 
from that broker-dealer’s aggregate indebtedness in 
determining its net capital requirements. This 
redefinition would also affect the determination of 
“net capital.” 


Net capital is computed by deducting from the net 
worth of a broker or dealer fixed assets and assets not 
readily convertible into cash. That deduction, 





however, is reduced by the amount of any 
indebtedness excluded from aggregate indebtedness 
by virtue of its being adequately secured by assets of 
the broker-dealer. 


Finally, the amendments would preclude payment on 
certain loans of associated persons of the broker or 
dealer under certain circumstances, thus limiting the 
ability of an associated person to withdraw capital 
from the firm at an inappropriate time. 


DISCUSSION 


Rule 15c3-1, the net capital rule, in general requires a 
broker or dealer to maintain a certain “net capital” 
depending on its circumstances.' The amount of the 
required net capital under certain circumstances 
depends on the amount of “aggregate indebtedness.” 
Paragraph (c)(2) of the Rule defines “net capital” as 
the net worth of a broker or dealer adjusted by certain 
described items. Paragraph (c)(1) of the Rule defines 
“aggregate indebtedness” as the total money 
liabilities of a broker or dealer in connection with any 
transaction, whatsoever, but makes certain limited 
exclusions. Among those exclusions are fixed 
liabilities adequately secured by assets acquired for 
use in the ordinary course of the trade or business of 
a broker or dealer, and fixed liabilities secured by 
assets of the broker-dealer where the sole recourse of 
the creditor is the secured asset.“ Among the adjust- 
ments which must be made to net worth of a broker- 
dealer in the computation of “net capital” is the value 
of fixed assets and assets not readily convertible into 
cash. These values must be deducted from net worth. 
But, the amount of this deduction from net worth is 
reduced by the amount of any indebtedness excluded 
from the aggregate indebtedness in accordance with 
the provisions described above.3 


The Commission staff has become aware of a practice 
of some brokers and dealers which seems contrary to 
the spirit if not the letter of the net capital rule and 
which may have a result adverse to the interests of the 
customers of those brokers and dealers. Those 
brokers and dealers have borrowed money payable on 
demand and secured the loan with fixed assets of the 
broker or dealer. At times, the loan may be made by a 
person associated with the broker or dealer. This 





‘Rule 15¢3-1(a). 


2Rule 15¢3-1(c) (1) (viii). 


3Rule 15¢3-1(c)(2)(iv). 


practice has been thought to allow the broker or 
dealer to take advantage of the provisions in the net 
capital rule allowing more lenient treatment (to net in 
effect) of assets not readily convertible into cash 
which secure loans and certain related liabilities 
secured by such assets. Yet, the practice could impair 
the broker’s or dealer’s liquidity since under those 
circumstances the borrowed money can be withdrawn 
from the broker or dealer at any time or the assets 
securing the loan can be seized, thereby putting the 
firm effectively out of business with little or no notice. 


The rule amendments as proposed would require a 
broker or dealer to have greater net capital to the 
extent that his liabilities include those payable on 
demand secured by assets otherwise not considered 
readily convertible into cash under the rule. 


The proposed amendments would consider all loans 
payable within less than six months of the date of net 
capital computation as in effect demand loans and 
would not permit a broker or dealer to obtain certain 
benefits for those loans under the rule.* In selecting 
six months as a cut-off period, the Commission in 
effect is attempting to encourage loans which have a 
term of longer than six months. Such loans would 
provide a more solid foundation for the financial 
condition of a firm. For example, a loan having a 
duration of a year would give the broker 
dealer six months in which to find additional sources 
of financing in order to comply with the net capital 
rule. Moreover, in such a case, if the broker-dealer 
failed to refinance the loan, the assets from the prior 
loan would remain in the firm at least six additional 
months, precluding the creditor from having the 
ability to benefit at the possible expense of 
customers. The rule would thus lock-in the capital for 
a period of time thought ample by other provisions of 
the net capital rule as a sufficient protection to 
customers in other situations. See Rule 15c3-1(e) and 
Rule 15c¢3-1d(10)(i). 


Loan agreements which contain acceleration pro- 
visions allowing the creditor to accelerate the maturity 
date of the loan to a period of less than six months 
from the date of acceleration will be treated by the 
amendments as if the loans were payable on demand 
or within a period of less than six months. The 
Commission is aware that there customarily are 
accelerating conditions in long-term financing 
situations which should appropriately be excluded 
from this provision. The Commission solicits advice 
on this problem. 





4see Rule 15c3-1(c)(1)(iv) and (c)(2) (viii). 


SEC DOCKET/251 





The amendments will do more than. alter the 
computation of net capital, however. The amendment 
to paragraph (e) will, if adopted, effectively treat loans 
payable to certain persons associated with a broker or 
dealer as proprietary capital which could not be repaid 
under certain circumstances. 


The reason for this change is basic to the net capital 
rule. The purpose of the net capital rule is to ensure 
that brokers and dealers are in a position to meet 
promptly customers’ claims of their securities or 
funds. The rule does that by requiring the firm to have 
a certain amount of liquid capital. As noted above, the 
right of any creditor to withdraw funds from a broker- 
dealer on demand or within a short period of time 
could impair the firm’s liquid capital. A fortiori, the 
insiders of a broker-dealer firm should surely not be in 
a position to withdraw assets from the firm when ina 
precarious financial position and in effect prefer 
themselves to the customers of the firm. The 
amendment to paragraph (e) of the net capital rule 
would prevent this. 


* * * * * 


The Commission solicits comments on the following 
questions: (1) Should the Commission adopt any 
grandfather provision excluding from the amendments 
fixed liabilities which may have been entered into in re- 
liance on an interpretation of the present rule? (2) 
Should the Commission make any changes at all in the 
provisions affected by this proposal? Are there any 
other solutions to the problems spelled out in the Com- 
mission’s release? 


The text of the proposed § 240.15c3-1(c)(1)(viii) and (e) 
appears later in this release. 


STATUTORY BASIS AND COMPETITIVE 
CONSIDERATIONS 


Pursuant to the Securities Exchange Act of 1934, and 
particularly Sections 15(c)(3) and 23(a) thereof, 15 
U.S.C. 780(c)(3) and 78w(a), the Commission proposes 
to amend § 240.15c3-1 in Part 240 of Chapter II of Title 
17 of the Code of Federal Regulations in the manner 
set forth below. It appears to the Commission that any 
burden imposed upon competition by the proposed 
amendments is necessary and appropriate in further- 
ance of the purposes of the Act, and particularly to im- 
plement the Commission’s continuing mandate under 
Section 15(c)(3) thereof, 15 U.S.C. 780(c)(3), to provide 
minimum safeguards with respect to the financial 
responsibility of brokers and dealers. 


REQUEST FOR COMMENTS 


All interested persons are invited to submit, in 
triplicate, their written views and comments con- 
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cerning the amendments to § 240.15c3-1 proposed 
herein. All communications should be addressed to 
George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549, no later than September 11, 
1978. Comments should refer to File No. S7-745 and 
will be available for public inspection. 


TEXT OF PROPOSED AMENDMENTS 


The proposed amendments to paragraphs (c)(1)(viii) 
and (e) of § 240.15c3-1, Title 17 CFR, are as follows: 





ATTENTION 


The text of the following proposed amendments uses 
arrows (<<) to indicate additions and brackets [ ] to 
indicate deletions. 





§240.15c3-1 Net capital requirements for brokers or 
dealers. 


(viii) Fixed liabilities adequately secured by assets 
acquired for use in the ordinary course of the trade or 
business of a broker or dealer, [but no other fixed 
liabilities secured by assets of the broker or dealer 
shall be so excluded unless the sole recourse of the 
creditor for nonpayment of such liability is to such 
asset;] > and fixed liabilities secured by assets of the 
broker or dealer where the sole recourse of the creditor 
for nonpayment of the liability is to the secured asset. 
No exclusion shall be made for any liability which is 
payable on demand or within a period of less than six 
months. Any liability which is subject to acceleration 
to a date less than six months from the date of 
acceleration shall be regarded as one payable within a 
period of less than six months. 


NET CAPITAL 


(2) The term “net capital” shall be deemed to mean the 
net worth of a broker or dealer, adjusted by: * * * 


(iv) Assets Not Readily Convertible Into Cash. De- 
ducting fixed assets and assets which cannot be 





readily converted into cash (less any indebtedness ex- 
cluded in accordance with subdivision (c)(1)(viii) of 
. this section) including, among other things: 


* * * Aa 


(e) Limitation on Withdrawal of [Equity] Capital. No 
[equity] capital of the broker or dealer or a subsidiary or 
affiliate consolidated pursuant to Appendix (C) (17 
CFR 240.15c3-1c) whether in the form of capital con- 
tributions by partners (excluding securities in the 
securities accounts of partners and balances in limited 
partners’ capital accounts in excess of their stated 
capital contributions), par or stated value of capital 
stock, paid-in capital in excess of par, retained 
earnings or other capital accounts, may be withdrawn 
by action of a stockholder or partner, or by redemption 
or repurchase of shares of stock by any of the 
consolidated entities or through the payment of 
dividends or any similar distribution, nor may any un- 
secured advance or loan be made to a stockholder, 
partner, sole proprietor or employee»; nor may any 
payment in full or in part be made to such person on a 
loan which is secured by any asset of the broker or 
dealer nor may any such person levy on, attach or 
otherwise enforce any lien on or any security interest in 
that asset, < if, after giving effect thereto and to any 
other such withdrawals, advances [or] »,~< loans »or 
payments << and any Payments of Payment Obligations 
(as defined in Appendix (D) (17 CFR 240.15c3-1d)) 
under satisfactory subordination agreements which are 
scheduled to occur within six months following such 
withdrawal, advance [or] » , < loan » or payment,< 
either aggregate indebtedness of any of the con- 
solidated entities exceeds 1000 per centum of its net 
capital or its net capital would fail to equal 120 per 
centum of the minimum dollar amount required thereby 
or would be less than 7 percent of aggregate debit 
items computed in accordance with 17 CFR 
240.15c3-3a, or in the case of any broker or dealer 
included within such consolidation if the total out- 
standing principal amounts of satisfactory subordina- 
tion agreements of the broker or dealer (other than 
such agreements which qualify as equity under 
paragraph (d) of this section) would exceed 70 percent 
of the debt-equity total as defined in paragraph (d). 
Provided, that this provision shall not preclude a broker 
or dealer from making required tax payments or 
preclude the payment to partners of reasonable com- 
pensation. 


* 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14953/July 12, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-78-7 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on June 23, 1978, a proposed rule 
change under Rule 19b-4 to amend Section 5 of the 
NASD Uniform Practice Code (i) to establish the ex- 
dividend date for stock dividends or stock splits of 
25% or greater as the first business day after the 
payable date and (ii) to provide that for stock dividends 
or stock splits relating to American Depositary 
Receipts and foreign securities the ex-dividend date 
shall be designated by the NASD Uniform Practice 
Committee. According to the NASD, under current 
practice a large stock dividend or stock split often 
results in deficiencies in customers’ margin accounts 
between the ex-dividend date and the payable date. The 
NASD proposed rule change would alter this situation 
by establishing the ex-dividend date for American 
Depositary Receipts and foreign securities will be 
established by the NASD Uniform Practice Committee 
because these issues are subject to foreign regulation 
and require special coordination of dates. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 10, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 20 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securites and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NASD-78-7. 


Copies of the submission and ali subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the 
provisions of Section 552 of title 5, United States Code, 
will be available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and any sub- 
sequent amendments will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14954/July 12, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5944/July 12, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14955/July 12, 1978 


An order has been issued granting the application sub- 
mitted by the American Stock Exchange, Inc. to strike 
the common stock (par value $1) of the Diversey 
Corporation from listing and registration. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14956/July 13, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE BOSTON STOCK EXCHANGE, INC. 


File No. SR-BSE-78-5 


The Boston Stock Exchange, Inc. (“BSE”) submitted 
on June 19, 1978, a proposed rule change under Rule 
19b-4 to amend Chapter II, Section 15 of the BSE Rules 
to incorporate into those rules the policy of semiannual 
confirmation of G.T.C. (good-til-cancelled) orders. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 17, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
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proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSE-78-5. 


Copies of submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the pro- 
visions of Section 552 of Title 5, United States Code, 
will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and any of 
subsequent amendments will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14957/July 13, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE BOSTON STOCK EXCHANGE, INC. 


File No. SR-BSE-78-6 


The Boston Stock Exchange, Inc. (“BSE”) submitted 
on June 19, 1978, a proposed rule change under Rule 
19b-4 to amend Chapter II, Section 23(c) of the BSE 
Rules to add exemptions to its off-board trading 
restrictions for transactions in securities (1) not listed 
and registered on any national securities exchange but 
which are traded on the BSE pursuant to a grant of 
unlisted trading privileges and (2) listed solely on the 
BSE, if the issuer of such securities has applied for 
delisting and the BSE has applied for unlisted trading 
privileges with respect to such securities. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 17, 





1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. SR- 
BSE-78-6. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the 
provisions of Section 552 of Title 5, United States 
Code, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14958/July 13, 1978 


In the Matter of 

NEW YORK STOCK EXCHANGE, INC. 

11 Wall Street 

New York, New York 10005 

(SR-NYSE-78-30) 

ORDER APPROVING PROPOSED RULE CHANGE 

On May 24, 1978, the New York Stock Exchange, Inc. 


(“NYSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 


1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
would eliminate disparities between member partner- 
ships and member corporations which now exist in the 
NYSE Constitution and Rules. The rule filing proposes 
to allow a member, either as an employee or as a 
partner, to qualify a firm as a member organization; to 
allow corporations to be general partners in member 
firms;' to require that a member and the general 
partners or directors of his member organization must 
designate an alternate to take the member’s place if he 
is selected as an Exchange Director or officer on one of 
the Exchange’s affiliated companies; to require 
documentation from a member organization evidencing 
(a) the authority of any member who is an officer or 
employee to transact business on the Floor on behalf 
of such organization and (b) such organization’s 
responsibility and obligation with respect to contracts 
entered into on the Floor by such a member; and to 
require all floor commissions earned by any member to 
be for the organization’s account while allowing for 
flexibility of commission arrangements between the 
member and his organization. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14821, May 
31, 1978) and by publication in the Federal! Register (43 
FR 25212, June 9, 1978). All written statements with 
respect to the proposed rule change which were filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person were considered and (with 
the exception of those statements or communications 
which may be withheld from the public in accordance 
with the provisions of 5 U.S.C. §552) were made 
available to the public at the Commission’s Public 
Reference Room. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to reg- 
istered national securities exchanges and in particular, 
the requirements of Section 6 and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 





1 New York State law allows a corporation to be a 
general partner to the extent-permitted by applicable 
partnership law. See N.Y. Business Corporation Law, 
§202(a)(15) (McKinney 1963) and N.Y. Partnership Law 
§10 and §2 (McKinney 1948). 


SEC DOCKET/255 





For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14959/July 13, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-78-14 


The American Stock Exchange, Inc. (‘‘Amex’’) 
submitted on July 11, 1978, proposed rule changes 
under Rule 19b-4 under the Securities Exchange Act of 
1934 (the “Act”), to make necessary modifications to 
the Amex’s rules for the implementation and operation 
of an Intermarket Trading System (“ITS”) linking the 
participants (and such other markets as may in the 
future agree to participate in the ITS) and providing 
facilities and procedures for (i) display of composite 
quotation information on the floors of each of the 
participating exchanges (at the designated trading 
post) so that members of each participating exchange 
will be able to determine readily the best bid and offer 
for a particular multiply-traded security available from 
any participant, (ii) rapid and efficient routing of orders 
and administrative messages between and among the 
participants, and (iii) participation, under certain con- 
ditions, by all participants in opening transactions in 
primary market.’ The proposed rule changes have been 
designated by the Amex as (i) amendments to Section 
2 of Article Il and Section 1 of Article IV of its 
constitution; (ii) new rules 230-235; and (iii) 
amendments to its existing rules 3, 22, 100, 101, 103, 
108, 110, 111, 114, 123, 130, 150, 153, 170, 174, 175, 
189, 191 and 203. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 17, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule changes or 





1 The Commission has granted a temporary order 
under Section 11A(a)(3) of the Act approving the imple- 
mentation and operation of the ITS and soliciting 


comments thereon. See Securities Exchange Act 
Release No. 14661 (April 17, 1978). The ITS Plan and 
comments thereon are available in File 4-208. 
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institute proceedings to determine whether the 
proposed rule changes should be disapproved, 
interested persons are invited tosubmit written data, 
views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-Amex-78-14. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organ- 
ization. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14960/July 13, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY BOSTON STOCK EXCHANGE, INC. 


File No. SR-BSE-78-8 


The Boston Stock Exchange, Inc. (“BSE”) submitted 
on July 10, 1978, a proposed rule change under Rule 
19b-4 to provide an inexpensive, simplified procedure 
for the arbitration of small claims against member 
firms and to provide for the conduct of arbitration pro- 
ceedings generally. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 17, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 





proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSE-78-8. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed ruled change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person will be available for in- 
spection and copying at the Commission’s Public Ref- 
erence Room, 1100 L Street, N.W., Washington, D.C. 
Copies of the filing and of any subsequent amend- 
ments will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20620/July 7, 1978 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Deleware 


(70-6149) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND TO DEALERS 
iN COMMERCIAL PAPER AND EXCEPTION FROM 
COMPETITIVE BIDDING 


The Columbia Gas System, Inc. (“Columbia”), a regis- 
tered holding company, has filed an application and an 
amendment thereto with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act 


of 1935 (‘Act’) and Rule 50(a)(5) promulgated 
thereunder as applicable to the following proposed 
transactions. 


Columbia requests authority to issue and sell through 
May 31, 1979, short-term notes to banks and 
commercial paper aggregating up to $260,000,000. 
Generally, Columbia will make the proceeds from the 
sale of these notes available to its subsidiary 
companies for the purchase of gas for underground 
storage and other liquid hydrocarbons inventories and 
for other short-term requirements. In this regard, see 
Columbia’s filing for intrasystem financing (File No. 
70-6142). It is stated that the short-term gas and liquid 
hydrocarbon requirements of approximately $260,- 
700,000 may make it necessary to have outstanding at 
any one time up to May 31, 1979, the aforesaid short- 
term notes in the aggregate amount of $260,000,000. 


Columbia proposes to issue and sell commercial paper 
to one or more dealers, and it will continue to do so as 
long as the effective interest rate is less than the effec- 
tive interest cost which Columbia would have to pay to 
banks for an equivalent amount of funds as of the date 
of borrowing, except that, in order to obtain greater 
flexibility, commercial paper may be issued with a 
maturity of not more than 60 days from the date of 
issue with an effective interest cost in excess of such 
effective interest cost on bank borrowings. 


The commercial paper will be in the form of promissory 
notes with maturities not to exceed 270 days and will 
not be prepayable prior to maturity. The actual 
maturities will be determined by market conditions, 
effective interest cost to Columbia, and Columbia’s 
anticipated cash requirements at the time of issuance. 
The commercial paper notes will be issued in denomi- 
nations of not less than $50,000 and not more than 
$5,000,000 and will be sold at a discount which will be 
not in excess of the discount rate per annum prevailing 
at the date of issuance for commercial paper of the 
particular maturity and rating. 


It is stated that no commission or fee will be payable in 
connection with the issuance and sale of the 
commercial paper notes. Each dealer, as principal, will 
reoffer such notes at a discount rate of 1/8 of 1% per 
annum less than the discount rate of Columbia. The re- 
offering will be made to not more than an aggregate of 
200 customers of the dealers, such customers to be 
identified and designated in lists (nonpublic) prepared 
in advance. No additions will be made to the customer 
lists, which will consist of institutional investors, 
without first advising this Commission. It is expected 
that Columbia’s commercial paper notes will be held by 
customers to maturity, but, if they wish to resell prior 
thereto, the applicable dealer, pursuant to a repurchase 
agreement, will repurchase the notes and reoffer the 
same to others in its specified list of customers. 
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Columbia requests exception from the competitive 
bidding requirements of Rule 50 for the proposed issue 
and sale of its commercial paper. In support of this re- 
quest, Columbia states that the proposed commercial 
paper notes will have a maturity of nine months or less, 
that it is not practical to invite competitive bids for 
commercial paper, and that current rates for com- 
mercial paper for such prime borrowers as Columbia 
are published daily in financial publications. 


Columbia proposes to issue its short-term notes to 
banks pursuant to three separate lines of credit agree- 
ments with participating banks providing for lines of 
credit of up to $90,000,000, $110,000,000, and 
$60,000,000, respectively. In connection with the 
agreements providing for lines of credit of up to 
$90,000,000, and $110,000,000, it is stated that 
Columbia intends to maintain average annual 
compensating balances equal to the greater of 10% of 
the lines of credit or 20% of the annual average out- 
standing loan balance. Interest on any loans out- 
standing under the $90,000,000 line of credit is to be at 
a fixed rate for the period from October 1, 1978, to 
December 31, 1978, and thereafter at the prime rate in 
effect from time to time at Chemical Bank, New York. 
Interest on any loans outstanding under the 
$110,000,000, line of credit is to be at the prime rate in 
effect from time to time at Morgan Guaranty Trust 
Company of New York. Interest on both lines of credit 
will be payable at the end of each calendar quarter and 
at maturity or earlier total prepayment of such notes. 
The $60,000,000 line of credit is pursuant to a backstop 
line of credit agreement. This line of credit will be used 
primarily to support the issuance of Columbia’s 
commercial paper notes and borrowings may be made 
at an interest rate equal to 107% per annum of the 
prime rate in effect from time to time at Chemical 
Bank, New York. Such interest would be payable at the 
end of each calendar quarter and at maturity or earlier 
total prepayment of such notes. In connection with the 
commercial paper backstop lines of credit, Columbia 
has agreed to compensate the banks on a fee basis 
equal to 5% per annum of the prime rate in effect from 
time to time at Chemical Bank, New York, multiplied 
by the line of credit, payable at the end of each 
calendar quarter. No compensating balance will be 
maintained. 


Based upon projected usage of the aggregate lines of 
credit, a current prime rate of 9% and an assumed P-1 
commercial paper rate of 7%, Columbia calculates its 
aggregate average effective cost of short-term 
borrowing to be 9.60%. 


Columbia has also requested that authority be granted 
to file certificates under Rule 24 with respect to the 
proposed transactions on a quarterly basis. 
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The application states that no state commission and 
no Federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20522), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted, effective 
forthwith, subject ot the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except 
that the time for filing the certification thereunder with 
respect to the proposed transactions is extended so as 
to allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20621/July 10, 1978 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6174) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Arkansas Power & Light Company (‘‘Arkansas’”), an 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed an 
application and amendments thereto with this 
Commission pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
50 promulgated thereunder regarding the following 
proposed transaction. 





Arkansas proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 promul- 
gated under the Act, $75,000,000 principal amount of 
its First Mortgage Bonds of a series having a term of 
not less than five nor more than thirty years. Arkansas 
will determine, and give notice of, the maturity date of 
the bonds not later that 11:00 a.m. on the third 
business day preceeding the day fixed for the presen- 
tation of bids. The interest rate on the bonds (which 
will be a multiple of 1/8 of 1%) and the price, exclusive 
of accrued interest, to be paid to Arkansas (which will 
be not less than 100% nor more than 102%% of the 
principal amount thereof) will be determined by the 
competitive bidding. The bonds will be issued under 
Arkansas’ Mortgage and Deed of Trust dated as of 
October 1, 1944, to Morgan Guaranty Trust Company of 
New York, Trustee, as heretofore supplemented and as 
to be further supplemented by a Thirtieth Supplemental 
Indenture to be dated as of July 1, 1978, which will 
include a prohibition for a period of not more than five 
years against refunding the bonds with the proceeds of 
funds borrowed at a lower effective interest cost. 


Prior to the effective date of Arkansas’ Twenty-eighth 
Supplemental Indenture dated as of July 1, 1975, 
Arkansas’ Mortgage and Deed of Trust as amended 
provided that in the computation of the “two-times 
interest” coverage test for the issuance of additional 
bonds, the amount of the company’s nonoperating 
income (as defined) that may be taken into account 
would not exceed 15% of the sum of net operating 
income plus nonoperating income. This provision 
differs from the analogous provision of the 
Commission’s Statement of Policy with respect to First 
Mortgage Bonds (‘Policy Statement’’) adopted 
February 16, 1956 (HCAR No. 13105), which restricts 
the inclusion of nonoperating income to an amount not 
exceeding 10% of operating income. In recent years, 
the Indenture provision has resulted in higher 
computed interest coverage than would have resulted 
from the provision prescribed by the Policy Statement. 


As a first step toward conforming the Indenture pro- 
vision with that of the Policy Statement, Arkansas’ 
Twenty-eighth Supplement Indenture dated as of July 
1, 1975, amended the Indenture provision so as to 
provide that, effective with the first series of bonds to 
be issued after December 31, 1975, the amount of 
includable nonoperating income would not exceed 
14% of the sum of net operating income plus non- 
operating income. Arkansas’ Twenty-ninth Supple- 
mental Indenture reduced the figure to 13%. It is pro- 
posed in the instant filing that Arkansas’ Thirtieth 
Supplemental Indenture to be dated as of July 1, 1978, 
provide that, effective with the first series of bonds to 
be issued after July 30, 1978, the amount of includable 
nonoperating income shall not exceed 12% of the sum 
of net operating income plus nonoperating income. It 
is contemplated that said percentage will be succes- 


sively reduced further in future supplemental inden- 
tures so that the Indenture provision (including, 
ultimately, the base to which the percentage shall 
apply) will finally conform in substance with the anal- 
ogous provision of the Policy Statement. 


Arkansas proposes io utilize the net proceeds from the 
issuance and sale of the proposed bonds for the 
payment of $7,500,00 principal amount of first 
mortgage bonds maturing August 1, 1978, and the 
reduction of short-term indebtedness, estimated to be 
$90,000,000 at the time of the sale, used to finance 
Arkansas’ construction program. 


The Arkansas Public Service Commission and the 
Tennessee Public Service Commission have authorized 
the proposed issuance and sale of the bonds. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20587), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted, effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20622/July 10, 1978 


In the Matter of 
ALLEGHENY PITTSBURGH COAL COMPANY 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 
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MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


(70-5519) 


SUPPLEMENTAL ORDER AUTHORIZING OPEN 
ACCOUNT ADVANCES TO SUBSIDIARY COAL 
COMPANY 


The Potomac Edison Company (“PE”), Monongahela 
Power Company (“Monongahela”), and West Penn 
Power Company (“West Penn’), electric utility sub- 
sidiary companies of Allegheny Power System, Inc., a 
registered holding company, and Allegheny Pittsburgh 
Coal Company (“AP Coal”), a jointly-owned subsidiary 
of West Penn, Monongahela, and PE, have filed with 
this Commission a post-effective amendment to the 
application-declaration in this proceeding pursuant to 
Section 12(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 45 promulgated there- 
under regarding the following proposed transactions. 


By orders in this proceeding dated October 2, 1974, 
January 2, 1976, and January 3, 1977 (HCAR Nos. 
18593, 19327, and 19838), applicants-declarants were 
authorized to enter into a series of transactions 
including the purchase by AP Coal of a coal mine 
(“Cowen mine’). West Penn, PE, and Monongahela 


were authorized to make open account advances in a 
total aggregate amount of up to $17,400,000 (in pro- 
portion to their respective ownership of AP Coal) to 
finance partially the Cowen mine and for certain other 
purposes. Jurisdiction was reserved in the order of 
October 2, 1974, with respect to the permanent 
financing of AP Coal and the price to be charged by AP 
Coal for coal sales to system companies. As of 
September 30, 1977, open account advances to AP 
Coal Company aggregated $16,389,995.99: Monon- 
gahela—$4,097,499.00; PE—$4,097,499.00; and West 
Penn—$8, 194,997.99. 


It is now proposed that Monongahela, West Penn, and 
PE make additional open account interest bearing 
advances (in proportion to their ownership interests in 
AP Coal) to AP Coal in an amount not to exceed 
$3,500,000, which sum is necessary for the third 
annual installment payment of $2,500,000 for the 
Cowen Mine and which will provide AP Coal with funds 
necessary to pay real estate taxes, licensing fees, and 
expenses in connection with obtaining permits and the 


like. In all other respects the transactions remain 
unchanged. 


The West Virginia Public Service Commission and the 
State Corporation Commission of Virginia have 
authorized the proposed advances. No other State 
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commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective amend- 
ment to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20234), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said 
post-effective amendment, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective amend- 
ment, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act and subject further to the reservation of juris- 
diction over the permanent financing of AP Coal and 
pricing of coal previously ordered in this proceeding. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20623/July 11, 1978 


in the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
10 Lafayette Square 
Buffalo, New York 14203 


(70-6180) 
NOTICE OF PROPOSAL TO INITIATE HOME INSUL- 


ATION FINANCING PROGRAM MANDATED BY STATE 
LAW 





NOTICE IS HEREBY GIVEN that National Fuel Gas 
' Company (“National”), a registered holding company, 
and National Fuel Gas Distribution Corporation 
(‘Distribution’), a wholly owned subsidiary of 
National, have filed an. application-declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7, 9(a), and 10 of the Act and Rule 40 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


Distribution proposes to participate in a residential 
insulation financing program mandated by the State of 
New York under which Distribution will guarantee in- 
stallment promissory notes of its residential 
customers in a maximum aggregate principal amount 
of $1,314,000 and, in the event of default on any of 
such notes, will cause it to acquire such defaulted 
notes. 


On August 12, 1977, the New York Home Insulation 
and Energy Conservation Act (“Insulation Act”) was 
signed into law. The Insulation Act mandates a 
program whereby Distribution, together with other New 
York gas and electric utilities having gross revenues in 
excess of $100,000,000 is required to offer arrange- 
ments for loans to its residential customers to 
facilitate the financing of certain conservation 
measures approved by the New York State Public 
Service Commission (“PSC”). The Insulation Act will 
cease to be effective September 1, 1982. 


Distribution’s plan (“Plan”) has been submitted to the 
PSC in accordance with that Commission’s order of 
April 28, 1978, requiring utilities affected by the 
Insulation Act to submit Home Energy Conservation 
Plans to the PSC for approval, and is scheduled to take 
effect on June 15, 1978. 


The following requirements are mandated by the 
Insulation Act, the PSC’s Orders, and the Plan. 


Distribution is required to conduct energy audits of 
one, two or three family residences when requested by 
a customer in its New York service territory in order to 
determine which of the administratively authorized 
conservation measures will qualify for financing. 
Energy conservation measures are deemed to qualify 
for financing if the estimated cost of such measures 
can be recovered within eight years from the savings 
generated by reduced energy consumption resulting 
from the employment of. such energy conservation 
measures. The Plan also provides for customer audits 
which, upon submission to Distribution, will be used 
to determine the payback calculation. 


Distribution will arrange for financing of the purchase 
price of materials used by eligible customers who will 
participate in the program on a “do-it-yourself” basis. 
Distribution will arrange for financing of the purchase 
price of materials, and installation costs, of eligible 
customers who choose to have conservation measures 
installed. Such arrangements may be made either by 
Distribution’s making loans directly to eligible 
customers or by Distribution’s guaranteeing loans 
made to eligible customers by participating banks. 
Distribution, pursuant to its Plan, has chosen to 
guarantee bank loans. 


The minimum amount eligible for financing under the 
program is $200. The maximum amounts eligible for 
financing under the program are $1,500 in the case of a 
single family home, $2,500 in the case of a two family 
home and $3,000 in the case of a three family home. 


The interest rate to be charged any eligible customer 
may not exceed Distribution’s overall rate of return last 
awarded by the PSC in a general rate case. At the 
present time, that rate is 9.79%. In the event an eligible 
customer chooses a bank whose interest charge for 
home insulation loans exceeds Distribution’s rate of 
return, Distribution will pay such bank the difference 
between the two rates. 


Seven years is required to be the maximum repayment 
period of any loan. A $10 minimum monthly payment is 
also required. 


Distribution is prohibited at this time from directly 
lending, or guaranteeing, an amount in excess of 1% 
its annual gross revenues derived from its New York 
operations less applicable fuel costs, or $1,314,000. 
Distribution is required by the PSC to apply for a waiver 
of the 1% limitation in the event the amount that it 
shall guarantee shall exceed $985,500. In such event, 
Distribution will simultaneously file an amendmnent to 
this application-declaration requesting further authori- 
zation by the Commission. Distribution states that it is 
unable to forecast with precision the amounts to be 
guaranteed by it pursuant to the program. It is 
anticipated, however, that $1,314,000 will be 
guaranteed by Distribution in the first year of the 
program. 


Distribution may not impose any credit criteria on 
owners of residences who otherwise qualify for a loan. 
Tenant-customers of Distribution may qualify for a 
loan if the owner of the residence consents and if such 
tenant-customer would not be required to post a 
security deposit for gas service pursuant to regulations 
of the PSC. 


Distribution has entered into an agreement with Marine 
Midland Bank (“Marine”) and expects to enter into an 
agreement with The First Federal Savings and Loan 
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Association of Rochester, Homestead Savings Division 
(“First Federal”), wherein those banks agree to offer 
eligible customers insulation loans pursuant to the 
Plan at annual percentage rates of interest of 10.5% 
and 9.5%, respectively. Except for the interest to be 
charged on a lean to an eligible customer, the Marine 
loan application form, note and agreement contain 
substantially the same terms and conditions as 
Distribution’s proposed agreement with First Federal. 


Distribution intends to solicit the participation of two 
or three other banks on substantially the same terms 
and conditions as its agreement with Marine and its 
proposed agreement with First Federal. The 
participation of other banks in the program will not 
result in any increase in the aggregate principal 
amount for which Distribution may become liable. 


Because the Plan is scheduled to go into effect on June 
15, 1978, and because Distribution’s agreement with 
Marine and proposed agreement with First Federal, by 
their respective terms, constitute a guarantee of loans 
made pursuant to the program, Distribution is 
requiring each of the participating banks to release 
Distribution from any liability under the agreements 
until after the Securities and Exchange Commission 
has authorized Distribution’s participation in the trans- 
action. It is not anticipated that payments on any loan 
will be due prior to the time such authorization is 
given. 


The Insulation Act requires that all installation work be 
performed by parties unaffiliated with Distribution. 
Distribution is permitted to approve contractors on the 
basis of certain objective criteria authorized by the 
PSC, including favorable credit ratings, good standing 
with the Better Business Bureau, and experience 
requirements. Approved contractors are also required 
to carry certain amounts of insurance, to be licensed 
where necessary, to furnish eligible customers a one- 
year warranty as to workmanship and materials, and to 
use materials complying with insulation criteria 
established by the PSC. 


Distribution is required to inform all of its New York 
customers of the program by bill inserts within six 
months after the commencement of the program. In 
addition, Distribution will promote the program 
through the media throughout its New York service ter- 
ritory. 


Most aspects of the program are being handled by 
existing personnel. Because, however, of the nature of 
on-site audits and the calculation of project paybacks, 
Distribution has found it necessary to hire seven 
additional employees. Additional costs will also be 
incurred to the extent that eligible customers choose a 
bank, such as Marine, whose interest rate exceeds 
Distribution’s New York rate of return. Pursuant to 
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Section 135-i of the New York Public Service Law, 
Distribution is required to “employ reasonable efforts 
to collect amounts due” on defaulted loans. 


Pursuant to Section 135-n of the New York Public 
Service Law, Distribution is entitled to recover as 
normal operating expenses the “just and reasonable” 
expenses of carrying out its responsibilities under the 
Insulation Act. The PSC has determined that partici- 
pating utilities may recover such costs in their next rate 
proceedings. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $2,000. The New York Public Service 
Commission has authorized the proposed transaction. 
It is stated that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 4, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, 
as filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20624/July 12, 1978 


In the Matter of 





INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6175) 


ORDER AUTHORIZING CHARTER AMENDMENT TO 
INCREASE SHARES OF AUTHORIZED PREFERRED 
STOCK 


Indiana & Michigan Electric Company (“Il&M”), an 
electric utility subsidiary company of American Elec- 
tric Power Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission a declaration 
and an amendment thereto pursuant to Sections 6(a), 7 
and 12(e) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 62 and 65 promulgated there- 
under concerning the following proposed transaction. 


1&M proposes to amend its Articles of Acceptance 
(“Charter”) to increase the number of shares of $25 
cummulative preferred stock (“$25 Preferred”’) that it is 
authorized to issue from 4,000,000 to 7,200,000. 1&M’s 
Charter presently authorizes it to issue 2,250,000 
shares of $100 Preferred (of which 1,470,000 shares are 
issued and outstanding) and 4,000,000 shares of $25 
Preferred (of which 3,200,000 shares are issued and 
outstanding). 1&M states that there appears to be a 
wider market for preferred stock priced around $25 per 
share than for shares priced around $100. 1&M believes 
that it is in the best interests of 1&M and its share- 
holders to increase the authorized shares of $25 
Preferred in order to have a sufficient number of shares 
available for issuance when the need or occasion to 
sell preferred stock should occur in the future. 1&M 
estimates that its construction program will aggregate 
$450,000,000 for 1978 and 1979 (excluding $47,000,000 
construction costs for 1978 and 1979 of a generating 
subsidiary). 


1&M proposes to solicit proxies from its common 
stockholder and the holders of its outstanding pre- 
ferred stock for use at a meeting to be held on August 
10, 1978, concerning the amendment. Such solicitation 
was authorized by prior order (HCAR No. 20589). The 
amendment to the Charter requires the affirmative vote 
of a majority of the outstanding shares of common 
stock, of the outstanding shares of $100 preferred 
(each share of which is entitled to 1 vote), and of the 
outstanding shares of $25 preferred (each share of 
which is entitled to 1/4 of 1 vote), each class voting 
separately. AEP, the owner of all of 1&M’s common 
stock, has indicated that it intends to vote all such 
shares in favor of the Charter amendment. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$71,000, including printing expenses of $28,000 and 
transfer agent fees of $19,000. No state commission 
and no federal commission, other than this 


Commission, 
transaction. 


has jurisdiction over the proposed 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20589), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said deciaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 


prescribed in Rules 24 and 62 promulgated under the 
Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10313/July 7, 1978 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14942/July 7, 1978 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10314/July 7, 1978 


In the Matter of 
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IVY FUND, INC. 
28 State Street 
Boston, Massachusetts 02109 


FURMAN SELZ MAGER DIETZ & BIRNEY INC. 
110 Wall Street 
~New York, New York 10005 


and = 


GRANTHAM, MAYO, VAN OTTERLOO & CO., INC. 
60 Batterymarch Street 
Boston, Massachusetts 02110 


(812-4311) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM PROVISIONS OF 
* SECTION 15(a) OF THE ACT. 


Ivy Fund, Inc. (‘Fund’), registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end, diversified management investment com- 
pany, Furman Selz Mager Dietz & Birney, Inc. 
(“Furman Selz’), and Grantham, Mayo, Van Otterloo & 
Co., Inc. (“Grantham, Mayo”), both registered invest- 
ment advisers under the Investment Advisers Act of 
1940 (the Fund, Furman Selz and Grantham Mayo are 
hereinafter referred to collectively as, “Applicants”) 
filed an application on May 16, 1978, and an amend- 
ment thereto on May 31, 1978, pursuant to Section 6(c) 
of the Act, for an order of the Commission, temporarily 
exempting the Applicants from the provisions of 
Section 15(a) of the Act to permit Furman Selz and 
Grantham Mayo to render investment advisory services 
to the Fund prior to the shareholders of the Fund 
approving formal investment advisory contracts with 
Furman Selz and Grantham Mayo. 


On June 14, 1978, a notice was issued (investment 
Company Act Release No. 10276) of the filing of said 
application. The notice gave interested persons an op- 
portunity to request a hearing, and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 15(a) of the Act, to the extent requested, be, 
and hereby is, granted, effective forthwith. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10315/July 7, 1978 


In the Matter of 
CENTURY SHARES TRUST 
CST DISTRIBUTORS, INC. 


111 Devonshire Street 
Boston, Massachusetts 02109 


F.L. Putnam & COMPANY, INC. 
50 Congress Street 
Boston, Massachusetts 02109 


MASSACHUSETTS CAPITAL DEVELOPMENT FUND, 
INC. 


MASSACHUSETTS FINANCIAL DEVELOPMENT FUND, 
INC. 


MASSACHUSETTS INCOME DEVELOPMENT FUND, 
INC. 


MASSACHUSETTS INVESTORS GROWTH STOCK 
FUND, INC. 


MASSACHUSETTS INVESTORS TRUST 
MASSACHUSETTS FINANCIAL SERVICES, INC. 
MASSACHUSETTS FINANCIAL SERVICES COMPANY 
200 Berkeley Street 

Boston, Massachusetts, 02116 

and 

VANCE, SANDERS COMMON STOCK FUND, INC. 
VANCE, SANDERS INCOME FUND, INC. 

VANCE, SANDERS INVESTORS FUND, INC. 


VANCE, SANDERS SPECIAL FUND, INC. 





VANCE, SANDERS & COMPANY, INC. 
One Beacon Street 
Boston, Massachusetts 02108 


(812-3541) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
22(d) OF THE ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that (1) Century Shares 
Trust (“CST”); (2) Massachusetts Capital Development 
Fund, Inc., Massachusetts Financial Development 
Fund, Inc., Massachusetts Income Development Fund, 
Inc., Massachusetts Investors Growth Stock Fund, 
Inc., Massachusetts Investors Trust, Inc. (collectively, 
“MFS Funds”); (3) Vance, Sanders Common Stock 
Fund, Inc., Vance Sanders Income Fund, Inc., Vance 
Sanders Investors Fund, Inc., Vance, Sanders Special 
Fund, Inc. (collectively, “VS Funds”; referred to 
collectively with MFS Funds and CST as “‘Funds”); and 
(4) F. L. Putnam & Company, Inc. (“FLP”), CST 
Distributors, Inc. (“CST Distributors”), Massachusetts 
Financial Services, Inc. (‘‘MFS’’), Massachusetts 
Financial Services Company (“MFSCO”), and Vance, 
Sanders & Company, Inc. (“VS”), (collectively, “Princi- 
pal Underwriters”), have filed an application on 
December 7, 1973, and an amendment thereto on June 
26, 1978, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (the “Act”) for an order of exemp- 
tion from the provisions of Section 22(d) of the Act and 
Rule 22d-1 thereunder in connection with.an accumu- 
lation privilege for certain tax-exempt organizations. 
All interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Each Fund is an open-end, diversified, management 
investment company registered under the Act. Appli- 
cants represent that prior to July 1, 1973, the Funds, 
pursuant to Rule 22d-1(f) under the Act, offered tax- 
exempt organizations «escribed in Sections 401 and 
501(c)(3) and (13) of the Internal Revenue Code of 1954 
an accumulation privilege which permitted them to 
determine the applicable sales charge for new invest- 
ments in any of the Funds by adding 1) the aggregate 
public offering price of the shares to be purchased, and 
2) the total cost of shares purchased subsequent to 
October 1, 1965 and still held in shares of the Fund or 
in shares received upon exercise of an exchange privi- 
lege. Shares acquired through an exchange privilege 
could be included only if the shares given up were 
those of one of the Funds and if the shares acquired 
were those of an investment company for which VS 
acted as principal underwriter. During the time that 
accumulation privilege was being offered, VS was prin- 
cipal underwriter for the Funds. 


According to the application, on July 1, 1973, the 
Funds separated into three groups, each having its 
own principal underwriter: FLP, registered as a broker- 
dealer under the Securities Exchange Act of 1934 
(“Exchange Act”), became CST’s principal underwriter; 
MEFS, registered as (1) an investment adviser under the 
Investment Advisers Act of 1940 (the “Advisers Act”), 
and (2) a broker/dealer under the Exchange Act, 
became the principal underwriter for the MFS Funds; 
and VS, registered as (1) an investment adviser under 
the Advisers Act and (2) a broker/dealer under the 
Exchange Act, remained the principal underwriter for 
the VS Funds. Upon such separation, the Funds dis- 
continued the aforementioned accumulation privilege. 


Applicants state that (1) as of February 28, 1977, 
MFSCO succeeded MFS as principal underwriter for 
the MFS Funds, and (2) as of July 31, 1976, CST Distri- 
butors succeeded FLP as principal underwriter for 
CST. 


Applicants request an order of the Commission with 
respect to a modified version of the above described 
accumulation privilege. This modified privilege 
(hereinafter referred to as the ‘‘Accumulation 
Privilege”), allows tax-exempt organizations (herein- 
after “Qualifying Tax Exempt Organizations”) which on 
July 1, 1973, owned shares in more than one Fund 
group (such groups being (1) CST, (2) MFS Funds, and 
(3) VS Funds) to aggregate the value of their holdings 
in the Funds, at the public offering price, together with 
the cost of new purchases of Fund shares for the 
purpose of determining the applicable sales charge on 
such new purchases. However, when counting the 
number of shares issued by a Fund having a different 
principal underwriter than that of the Fund whose 
shares are currently being purchased, credit will be 
given only for the number of such shares held at the 
end of the preceding month or on July 1, 1973, which- 
ever is less. Applicants assert that (1) pursuant to a 
staff ‘“no-action” position, sales to Qualified Tax 
Exempt Organization’s are currently being made in 
accordance with the Accumulation Privilege; (2) the 
Accumulation Privilege described in the application 
conforms in all respects with the accumulation 
privilege with respect ot which the “no-action” position 
was taken; (3) there are approximately 70 accounts 
currently eligible for the Accumulation Privilege; and 
(4) it is not intended that the offering of the Accumu- 
lation Privilege would in any way limit the Funds and 
the Principal Underwriters from offering any other 
accumulation privileges pursuant to Rule 22d-1 pro- 
mulgated under the Act. 


Section 22(d) of the Act. provides, in pari, that no 
registered investment company, or principal under- 
writer therefor, shall sell any redeemable security 
issued by such company to any person except at a 
current offering price described in the prospectus. Rule 
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22d-1 promulgated under the Act provides an 
exemption from Section 22(d) for certain variations in 
sales loads none of which is applicable to the Accumu- 
lation Privilege. Applicants request an order pursuant 
to Section 6(c) of the Act exempting their use of the 
Accumulation Privilege from the provisions of Section 
22(d) of the Act and Rule 22d-1 thereunder. 


In support of their request, Applicants assert that sales 
made pursuant to the Accumulation Privilege would be 
permitted by Rule 22d-1(f) if not for the fact that the 
privilege excludes tax-exempt organizations which are 
not Qualifying Tax-Exempt Organizations. Further, 
Applicants argue that exclusion of these tax-exempt 
organizations from the Accumulation Privilege does 
not present prohlems of irrational discrimination since 
the Qualifying Tax-Exempt Organizations purchased 
shares in more than one Fund group prior to July 1, 
1973 in reliance upon the representation that they 
would be permitted to purchase additional Fund shares 
in accordance with an accumulation privilege. 


Applicants submit that the exemption they seek is 
narrowly limited, in that the number of shares (of 
Funds which do not have the same principal under- 
writer as the Fund whose shares are currently being 
purchased) to which the Accumulation Privilege will 
apply cannot be increased above the July 1, 1973, 
figure or the figure at the end of the month preceding 
the new purchase, whichever is less. 


Applicants assert that granting the requested 
exemption is in the public interest and is consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Section 6(c) of the Act provides that the Commission 
by order, upon application, may conditionally or 
unconditionally exempt any person, security or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or pro- 
visions of the Act or Rules thereunder if and to the 
extent that such exemption is necessary or appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 1, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
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Applicants at the addresses stated above. Proof of 
such service (by affidavit or, in the case of an attorney- 
at-law, be certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 


and Regulations promulgated under the Act, an order “4 


disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10316/July 7, 1978 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 
Providence, Rhode Island 02903 


TIME, INCORPORAT&t— 
Time & Life Building 
Rockefeller Center 

New York, NY 10020 


and 


AMERICAN TELEVISION AND COMMUNICATIONS 
CORPORATION 

20 Inverness Place East 

Englewood, Colorado 80110 


(812-4298) 
NOTICE OF FILING OF APPLICATION FOR ORDER 


PURSUANT TO SECTIONS 17(b) AND 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Narragansett Capital 
Corporation (“Narragansett”), registered under the 
Investment Company Act of 1940 (“Act”), as a closed- 
end, non-diversified management investment com- 
pany, American Television and Communications 
Corporation (“ATC”), and Time Incorporated (“Time”; 
collectively, the “Applicants”), have filed an appli- 


) 





cation on April 27, 1978, and amendments thereto on 
June 22, 1978, and July 6, 1978, pursuant to Sections 
17(b) and 17(d) of the Act and Rule 17d-1 thereunder, 
for an order of the Commission (1) exempting from the 
provisions of Section 17(a) of the Act a proposed 
merger (the “Merger”), of ATC into Time Television and 
Communications, Inc. (“Time Subsidiary”), a wholly- 
owned subsidiary of Time, and (2) permitting partici- 
pation in the Merger by certain of Narrangansett’s 
directors. All interested. persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


Applicants assert that Narragansett, a federally 
licensed small business investment company, has 
authorized 2,000,000 shares of common stock, par 
value $1. As of May 15, 1978, 934,452 shares of that 
stock were issued and outstanding. Applicants state 
that those shares are publicly traded in the over-the- 
counter market and are held by approximately 1,450 
shareholders. 


Time, a New York corporation, is primarily engaged in 
the publication of magazines, books, records and 
related products, production of pulp, paper board and 
building materials, television broadcasting, film pro- 
duction and distribution, operation of cable and pay 
television systems, marketing of information relating 
to the movement of supermarket products, newspaper 
publishing, sale of equipment and services to the 
graphic arts industry, furniture and beverage case 
manufacturing, commercial and industrial contracting, 
land development and mortgage banking. 


According to the application, Time has authorized 
12,500,000 shares of preferred stock, par value $1. As 
of March 15, 1978, there were 1,089,608 shares of 
Time’s series A $1.575 cumulative convertible preferred 
stock issued and outstanding. Those shares are 
publicly traded on the New York Stock Exchange and 
are held by approximately 2,500 shareholders. 


In addition to its preferred stock, Time has authorized 
35,000,000 shares of common stock, par value $1. As 
of March 15, 1978, there were 20,425,909 shares of that 
stock issued and outstanding. Those shares are 
publicly traded on the New York Stock Exchange and, 
as of March 1, 1978, were held by approximately 9,263 
shareholders. 


Applicants state that ATC, a Delaware corporation, is 
principally engaged in the cable television business, 
including pay television programming, and in the 
common carrier microwave business. The cable tele- 
vision business includes the distribution of television 
signals and special information programs to sub- 
scribers by means of a coaxial cable network. Users of 
cable television pay a fixed monthly charge for this 


service. ATC’s pay television programming consists of 
programs obtained by ATC from others and distributed 
to subscribers, primarily through ATC’s cable network. 
ATC’s microwave business consists largely of micro- 
wave transmission of audio and video signals between 
communities. 


ATC has authorized 5,000,000 shares of common 
stock, par value $.75, of which 3,913,121 shares were 
issued and outstanding as of April 20, 1978. In addition 
to its common stock, ATC has authorized 500,000 
shares of preferred stock, none of which was out- 
standing as of the date of the filing of the application. 


According to the application, the ATC common stock 
is publicly traded in the over-the-counter market and is 
held by approximately 1,710 shareholders. As of March 
31, 1978, Time owned 1,028,303 shares, or approxi- 
mately 26.3%, of the ATC common stock and held 
warrants to purchase an additional 19,038 shares of 
that stock. 


Prior to June 27, 1978, Narragansett owned 263,067 
shares, or approximately 6.7% of the ATC common 
stock. On that date, Narragansett distributed to its 
shareholders, on the basis of one share of ATC 
common stock for each 10 shares of Narragansett 
stock held by its stock holders, 93,048 shares of its 
ATC common stock, thereby reducing its ownership in 
that stock to 170,019 shares, or approximately 4.4%. 


In addition, Applicants assert that certain directors 
and/or officers of Narragansett are also shareholders 
of ATC. Those shareholders, their positions and the 
number of ATC shares they own are as follows: James 
E. Robison (“Robison”), Chairman of the Board and 
Director, 5,500 shares; Harvey J. Sarles, (“Sarles”), 
Chairman of Executive Committee and Director, 2,267 
shares; Arthur D. Little, President and Director, 17,435 
shares; Henry A. Loeb, Director, 12,193 shares; 
Norman E. McCulloch, Jr., Director, 3,002 shares; H. 
Lynn Pierson, Director, 2,800 shares; and Albert H. 
Rubenstein, Director, 215 shares (collectively, 
“Narragansett Directors”’). 


Applicants assert that (1) Robison and Sarles are 
directors also of ATC, and (2) Robison, in his capacity 
as an ATC director, participated in the negotiation of 
the Merger terms. 


Applicants state that on April 20, 1978, Time, Time 
Subsidiary, and ATC entered into an agreement and 
plan of merger pursuant to which ATC will be merged 
into Time Subsidiary. An ATC shareholder meeting has 
been scheduled for August 2, 1978, for the purpose, 
among other things, of voting on the Merger. Appli- 
cants assert that (1) Time intends to vote its shares for 
and against the Merger in the same proportion as the 
votes cast by all other ATC stockholders, and (2) 
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Narragansett expects to vote in favor of the Merger. If 
the Merger in consummated, ATC shareholders, other 
than Time, will receive 1.55 shares of Time’s series B 
$1.575 cumulative convertible preferred stock (“Time 
Preferred Stock”) for each share of ATC stock held by 
them, and cash in lieu of fractional shares. Each share 
of Time preferred Stock will be initially convertible into 
.72 of a share of Time common stock. 


Applicants assert that ATC shareholders may elect to 
receive, in lieu of Time Preferred Stock, $50 in cash for 
each share of ATC common stock owned by them; 
provided, however, that there will be a maximum 
number of ATC shares which may be so exchanged. 
Applicants state that such number will be computed by 
deducting from 49% of the ATC stock outstanding at 
the effective time of the Merger the sum of (1) the 
number of ATC shares held by Time, (2) the number of 
ATC shares held by dissenting ATC shareholders, and 
(3) the aggregate number of fractional shares of Time 
Preferred Stock in lieu of which cash will be paid, 
divided by 1.55. Based upon the number of shares of 
ATC stock outstanding on April 20, 1978, Applicants 
assert that the maximum number of ATC shares which 
could be exchanged in the Merger for cash is approxi- 
mately 885,000, or 22.6% of the outstanding ATC 
common stock. 


According to the application, a form of election will be 
distributed to all holders of ATC stock pursuant to 
which such holders can elect conditionally to receive 
cash, if all of their shares are to be converted into cash, 
or unconditionally to receive cash, even if they receive 
some shares of Time Preferred Stock in the exchange. 


Applicants assert the following about Time common 
stock, Time Preferred Stock and ATC common stock. 


The annual dividend rates for Time common stock, for 
the Time Preferred Stock to be issued in the Merger, 
and for ATC common stock, are, respectively, $1.50 per 
share, $1.575 per share and $0.20 per share. 


The involuntary liquidation value of Time Preferred 
Stock will be $30.00 per share. The book value of Time 
common stock was $25.41 per share as of December 
31, 1977. The book value of ATC common stock was 
$13.60 per share as of December 31, 1977. 


On December 21, 1977, the last trading day before the 
proposed Merger was first publicly announced, the 
closing prices of Time common stock and Time series 
A convertible preferred (which, Applicants assert, is 
substantially identical to the Time Preferred Stock to 
be issued in the Merger) .on the New York Stock 
Exchange were $37% and $3112, respectively, and the 
closing bid and asked prices of ATC common stock as 
reported on NASDAQ were $31% and $32%, respec- 
tively. 
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For the year ended December 31, 1977, the earning per 
share of Time common stock were $4.44. For the 
twelve months ended December 31, 1977, the earnings 
per share of ATC common stock were $2.01. 


Applicants assert that since, inter alia, Narragansett 
and the directors of ATC may be deemed affiliates of 
ATC within the meaning of Rule 145 promulgated under 
the Securities Act of 1933, (“Securities Act”), the 
transferability of Time Preferred Stock received by 
them in connection with the Merger will be restricted. 
Consequently, Applicants submit, the Merger 
agreement provides that Time, upon the request of 
such affiliates, at any time prior to November 1, 1983, 
will use all reasonable efforts to register under the 
Securities Act shares of Time Preferred Stock held by 
such affiliates, or shares of Time common stock into 
which such Time Preferred Stock may have been 
converted. Applicants state, however, that those 
registration rights are limited to one registration per 
year, and not more than three registration altogether, 
except for the right of one additional registration at any 
time covering a minimum of 100,000 shares of Time 
Preferred Stock upon payment of $75,000 to Time. 


Applicants state that outstanding stock options and 
warrants to purchase ATC common stock will be 
converted into options and warrants to purchase Time 
Preferred Stock on the basis of the exchange ratio of 
1.55 shares of Time Preferred Stock for each ATC 
share. 


ATC shareholders who do not vote in favor of the 
Merger and who file a written demand for appraisal of 
their ATC shares prior to the ATC shareholder vote will 
be entitled to appraisal rights in accordance with 
Delaware law. 


After the Merger, Time Subsidiary, as the successor 
corporation, will be operated as a wholly-owned 
subsidiary of Time under the name American 
Television and Communication Corporation (“ATC 
Corp.”). Applicants state that ATC Corp. will be 
managed by the present management of ATC and that 
those managers will be under the supervision of a 
board of directors, a majority of whom will be officers, 
directors, and employees of Time. In addition, Monroe 
M. Rifkin (“Rifkin”), Chairman of the Board and 
President of ATC, and M. Colyer Crum, presently a 
director of ATC, will serve as directors of ATC Corp. 


Section 17(a) of the Act provides, in part, that it shall 
be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such 
person, acting as principal, knowingly to purchase 
from, or sell to, such registered company any security 
or other property. Section 17(b) of the Act provides that 
the Commission, upon application shall exempt a 
proposed transaction from the provision of Section 





17(a) of the Act if evidence establishes that the terms 
of the proposed transaction, including the consider- 
ation to be paid or received, are fair and reasonable and 
do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policy of each registered 
investment company concerned and with the general 
purposes of the Act. 


Applicants submit that the proposed Merger might be 
viewed as a proposal by Time, which at the time the 
Merger was agreed upon was an affiliated person of an 
affiliated person (ATC) of Narragansett, to sell a 
security (Time Preferred Stock) to, or purchase a 
security (ATC Common Stock) from, Narragansett. 
Accordingly, Applicants request an order exempting 
the Merger from the provision of Section 17(a) of the 
Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 
company, or any affiliated person of such person, 
acting as principal, to effect any transaction in which 
such investment company or a company controlled by 
such investment company is a joint participant, 
without the permission of the Commission. Rule 17d-1 
provides, in part, that in passing upon applications for 
orders granting such permission, the Commission will 
consider (1) whether the participation of the registered 
or controlled company in such transaction on the basis 
proposed is consistent with the provisions, policies, 
and purposes of the Act, and (2) the extent to which 
such participation is on a basis different from or less 
advantageous than that of other participants. 


Narragansett and the Narragansett Directors, to the 
extent they do not elect to receive cash for their ATC 
shares, will receive, in connection with the Merger, 
shares of Time Preferred Stock, such stock being 
convertible into Time common stock. Applicants assert 
that Narragansett and the Narragansett Directors may 
be deemed to be participants in a joint arrangement or 
profit sharing plan solely as a result of their receiving 
Time Preferred Stock in the Merger. Accordingly, 
Applicants request an order pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder permitting, if and 
to the extent necessary, that participation of the 
Narragansett Directors in the Merger. 


Applicants assert that (1) the terms of the Merger, 
including the consideration to be paid, are reasonable 
and fair and do not involve overreaching on the part of 
any person, and (2) the proposed transaction is con- 
sistent with the policy of Narragansett, as reflected in 
its registration statement and reports filed under the 
Act, and with the general purposes of the Act. 


In support of their position, Applicants submit that the 
proposed Merger is advantageous to ATC shareholders 
since (1) they will receive, in exchange for their ATC 
common stock, a preferred stock with a higher annual 
dividend rate and book value, convertible into Time 
common stock with a historically higher earnings per 
share and dividend record, and (2) the ATC stock- 
holders will have the right to receive cash in lieu of 
shares of Time Preferred Stock. In addition, the 
aggregate market value of shares of Time Preferred 
Stock to be received by ATC shareholders electing to 
receive shares of Time Preferred Stock for their shares 
of ATC will exceed the aggregate market value (prior to 
the announcement of the agreement in principle on the 
Merger) of the shares of ATC common stock 
exchanged by those shareholders. 


According to the application, the management of 
Narragansett believes that the same factors which 
make the Merger attractive to ATC make it desirable for 
Narragansett. In addition, Applicants assert that the 
liquidity of Narragansett’s investment in ATC will be 
somewhat improved as a result of (1) the listing of 
Time Preferred Shares on a national stock exchange 
and (2) the registration rights which Narragansett will 
acquire pursuant to the Merger. 


On December 21, 1977, the day before the announce- 
ment of the agreement in principle on the Merger, Time 
series A preferred stock, which, Applicants assert, has 
terms similar to the Time Preferred Stock, closed at 
$31.50 per share on the New York Stock Exchange. At 
this price the Time Preferred Stock to be received by 
Narragansett for its 170,019 shares of ATC common 
stock would have a market value of approximately 
$8,301,178 as compared with an acquisition cost to 
Narragansett of $301,681 and Narragansett’s valuation 
at September 30, 1977 of $4,820,071. 


Further, each share of Time Preferred Stock will pay an 
annual dividend of $1.575. If Narragansett does not 
elect to take cash for any of its ATC common stock, it 
would be entitled to receive an aggregate of $415,059 in 
dividends from the Time Preferred Stock received by it 
in the Merger. In contrast, for the twelve months ended 
March 31, 1978, Narragansett received a total of 
$52,613.40, or $.20 per share, for the 263,067 shares of 
ATC common stock owned by Narragansett at that 
time. 


According to the application, Time believes that ATC is 
a well-managed company with a solid earnings base of 
a non-cyclical nature which will compliment Time’s 
existing video operations which, Applicants state, may 
be more subject to earnings fluctuations. Thus, Time 
believes that the Merger will enable its video 
operations to compete more effectively with other 
larger companies in the communications and enter- 
tainment industry. Time also believes that ATC’s 
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management will augment the management of Time’s 
video operations. 


Applicants assert that the participation of Narragansett 
in the Merger is (1) consistent with the provisions, 
policies, and purposes of the Act, and (2) not on a 
basis different from or less advantageous than that of 
any other participant. Applicants state that since the 
exchange of ATC shares for Time Preferred Stock will 
be made on a pro-rata basis, no stockholder of ATC will 
be preferred over another. According to the 
application, the only distinction among shareholders 
will be that stockholders of ATC who inter alia, are not 
“affiliates” of ATC within the meaning of Rule 145 of 
the Securities Act will be free to sell their shares of 
Time Preferred Stock without restriction following the 
Merger while the transferability of Time Preferred Stock 
received by shareholders of ATC who may be deemed 
to be “affiliates” of ATC within the meaning of that 
rule, e.g., Narragansett, will be restricted. Applicants 
assert that the purpose of granting registration rights 
to such “affiliates” is to afford them a degree of 
liquidity which non-affiliated ATC shareholders already 
have. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 31, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the addresses stated above. Proof of 
such service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promuigated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10317/July 10, 1978 


In the Matter of 

AMERICAN UTILITY SHARES, INC. 
and 

LORD ABBETT INCOME FUND, INC. 


63 Wall Street 
New York, New York 10005 


(812-4307) 


ORDERS PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED MERGER FROM SECTION 
17(a), PURSUANT TO SECTION 17(d) AND RULE 17d-1 
THEREUNDER PERMITTING SUCH MERGER, AND 
PURSUANT TO SECTION 6(c) EXEMPTING AN 
ISSUANCE OF SHARES FROM SECTION 22(c) AND 
RULE 22c-1 THEREUNDER AND FROM SECTION 22(d) 


American Utility Shares, Inc. (“American Utility”), a 
closed-end, diversified company registered under the 
Investment Company registered under the Investment 
Company Act of 1940 (“Act”) and Lord Abbett Income 
Fund, Inc. (“Lord Abbett Income’), an open-end, 
diversified investment company registered under the 
Act (collectively “Applicants”) filed an application on 
May 10, 1978, and amendments thereto on May 30, 
1978, and on June 5, 1978 for orders pursuant to 
Section 17(b) of the Act, exempting from Section 17(a) 
of the Act the proposed merger of American Utility and 
Lord Abbett Income; pu:suant to Section 17(d) of the 
Act and Rule 17d-1 thereunder, permitting American 
Utility and Lord Abbett Income to participate in the 
proposed merger; and pursuant to Section 6(c) of the 
Act, exempting the issuance of shares of Lord Abbett 
Income from Section 22(c) of the Act and Rule 22c-1 
thereunder and from Section 22(d) of the Act. 


On June 7, 1978, a notice was issued (Investment 
Company Act Release No. 10271) of the filing of the 
application and amendments thereto. The notice gave 
interested persons an opportunity to request a hearing 
and stated that orders disposing of the application as 
amended would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application as 
amended, that the terms of the proposed merger are 
reasonable and fair and do not involve overreaching on 
the part of any person concerned, and that the 
proposed merger is consistent with the policies of 





Applicants and with the general purposes of the Act. In 
addition, it is found that the participation of each 
Applicant in the proposed merger is consistent with 
the provisions, policies and purposes of the Act, and is 
not on a basis different from or less advantageous than 
that of the other Applicant. It is further found that the 
proposed issuance of shares of Lord Abbet Income 
capital stock in necessary and appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed merger be, and hereby is, exempted 
from the provisions of Section 17(a) of the Act, 
effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the 
application to permit the participation of the 
Applicants in the proposed merger be, and hereby is, 
granted, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the proposed issuance of shares by Lord 
Abbett Income be, and hereby is, exempted from the 
provisions of Section 22(c) of the Act, Rule 22c-1 there- 
under and Section 22(d) of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10318 /July 11, 1978 


In the Matter of 
JOHN NUVEEN & CO. INCORPORATED 


and 


PETER A. LEONARD 
209 South LaSalle Street 
Chicago, Illinois 60604 


(812-4181) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9Q(a) 
OF THE INVESTMENT COMPANY ACT OF 1940 AND 
ORDER OF TEMPORARY EXEMPTION PENDING 
DETERMINATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that John Nuveen & Co. 
Incorporated (‘‘Nuveen”) and Peter A. Leonard 
(“Leonard”) (Collectively referred to as “Applicants”) 
have filed an application and an amendment thereto 
pursuant to Section 9{c) of the Investment Company 
Act of 1940 (the “Act”) for an order exempting Appli- 
cants, and any other company of which any of them 
presently is or in the future may become an affiliated 
person, from the provisions of Section 9(a) of the Act 
and for an order of temporary exemption from Section 
9(a) pending the Commission’s determination of the 
application on file with the Commission for a 
statement of the representations which are sum- 
marized below. 


Nuveen is a broker-dealer registered under the Securi- 
ties Exchange Act of 1934 (the “Exchange Act”) and is 
the depositor and principal underwriter of multiple 
series of Nuveen Tax-Exempt Bond Fund (the “Tax 
Exempt Fund”), Nuveen Tax-Exempt Bond Fund- 
Medium Term (the “Medium. Term Fund”) and Nuveen 
Income Fund (the “Income Fund”), unit investment 
trusts registered under the Act. Nuveen is also the 
principal underwriter of shares of Nuveen Municipal 
Bond Fund, Inc. (the “Municipal Fund”), an open-end 
management investment company registered under the 
Act. Nuveen Advisory Corp. (“NAC”), a wholly-owned 
subsidiary of Nuveen, is registered as an investment 
adviser under the Investment Advisers Act of 1940. 
NAC is the investment adviser of the Municipal Fund. 
Nuveen Government Securities, Inc. (“NGSI”), a 
wholly-owned subsidiary of Nuveen, is a dealer in 
federal government securities. 


Leonard is a vice president of NGSI!. He is not an 
employee or officer of Nuveen or NAC. 


On February 13, 1969, the Commission commenced a 
civil action in the United States District Court for the 
Southern District of New York entitled Securities and 
Exchange Commission v. Dott, et al., against some 
twenty defendants, including Leonard, to enjoin 
alleged violations of Section 17(a) of the Securities Act 
of 1933 (the “Securities Act”) and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder by engaging 
in and aiding and abetting the secret personal trading 
of government securities by certain of the defendants 
including Leonard, On February 14, 1969, Leonard, 
without admitting or denying any of the allegations of 
the Commission’s complaint, consented to the entry of 
a Final Judgment of Permanent Injunction (the “Con- 
sent Judgment”) which enjoined him from purchasing, 
offering to purchase, selling or offering to sell bills, 
certificates, notes, bonds and other securities issued 
by the U.S. Treasury Department and other federal 


_agencies in violation of Section 17(a) of the Securities 


Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder. 
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On May 1, 1969, the Commission, pursuant to an offer 
of settlement, suspended Leonard from association 
with any broker, dealer or investment adviser for 30 
days (See Exchange Act Release No. 8596). 


Section 9(a) of the Act, insofar as is pertinent here, 
makes it unlawful for any person, or any company with 
which such person is affiliated, to serve or act in the 
capacity of employee, officer, director, member of 
advisory board, investment adviser or depositor of any 
registered investment company, or principal under- 
writer for any registered open-end company, registered 
unit investment trust, or registered face-amount certifi- 
cate company, if such person is, by reason of any mis- 
conduct, permanently or temporarily enjoined by order, 
judgment, or decree of any court of competent juris- 
diction from engaging in or continuing any conduct or 
practice in connection with the purchase or sale of any 
security. 


Section 9(c) provides that upon application the Com- 
mission by order shall grant an exemption from the 
provisions of Section 9(a), either unconditionally or on 
an appropriate temporary or other conditional basis, if 
it is established that the prohibitions of Section 9(a), 
as applied to such person, are unduly or disproportion- 
ately severe or that the conduct of such person has 
been such as not to make it against the public interest 
or protection of investors to grant such application. 


Notwithstanding the filing of the application, Nuveen 
disclaims that Leonard is an “affiliate,” as that term is 
generally applied under the Federal Securities laws, or 
an “affiliated person” as that term is defined by the 
Act. However, Applicants assert that were Leonard 
deemed to be an “affiliated person” of Nuveen by virtue 
of Section 2(a)(3) of the Act, the entry of a permanent 
injunction against him may nevertheless be deemed to 
impose upon Applicants the prohibitions which would, 
among other things, make it unlawful for Nuveen to 
continue to act as a depositor and principal underwriter 
of the Tax-Exempt Fund, the Medium Term Fund and 
the Income Fund and as principal underwriter of the 
Municipal Bond Fund and for NAC to continue to act as 
investment adviser of the Municipal Bond Fund. 


Applicants submit that, for the following reasons, the 
prohibitions of Section 9(a), to the extent applicable by 
virtue of the Consent Judgment, would be unduly and 
disproportionately severe as applied to Applicants and 
the conduct of Applicants has been such as not to 
make it against the public interest or protection of 
investors for the Commission, pursuant to Section 9(c), 


to enter an order granting Applicants, and any 
company or person of which either Applicant is or may 
become an affiliated person, a temporary exemption 
from the provisions of this application and thereupon 
to enter an order granting Applicants, and any 
company or person of which either Applicant is or may 
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become an affiliated person, the requested permanent 
exemption from the provisions of Section 9(a): 


(a) The Consent Judgment does not consti- 
tute an adjudication of any liability or 
wrongdoing by Leonard and was entered 
with his consent for purposes of that action 
only, without admitting or denying the alle- 
gations of the complaint; 


(b) The prohibitions of Section 9(a) of the 
Act would deprive the Tax-Exempt Fund, 
the Medium Term Fund, the Insome Fund, 
the Municipal Fund and other registered in- 
vestment companies of the continuity of 
services rendered by Nuveen as depositor 
and underwriter and NAC as investment 
adviser, which are important to those 
registered investment companies; 


(c) Neither Nuveen, NAC nor any of the 
registered investment companies for which 
Nuveen or NAC act as depositor, principal 
underwriter or investment adviser partici- 
pated in the alleged acts or transactions set 
forth in the complaint; 


(d) Applicants have never before applied for 
an exemption from the provisions of Section 
9(a) of the Act. 


Moreover, Leonard submits that during the course of 
his employment with NGSI he has not, and in the 
future he will not, personally solicit business from or 
with registered investment companies. 


Accordingly, IT |S ORDERED, pursuant to Section 9(c) 
of the Act that Applicants, and any company of whict. 
either of them presently is an affiliated person, be and 
they are hereby temporarily exempted from the pro- 
visions of Section 9(a) of the Act, operative as a result 
of the entry of the injunction against Leonard in 
Securities and Exchange Commission v. Dott, et al., 
pending determination by the Commission of 
Applicants’ application for an order unconditionally 
exempting them from the provisions of Section 9(a) 
operative as a result of the entry of such injunction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 11, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues of fact or law proposed to 
be controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 





personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address set forth 
above. Proof of such service (by affidavit or in the case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneousiy with the request. At any time after 
said date, as provided in Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application herein may be issued by the 
Commission upon the basis of the information stated 
in said application, unless an order for hearing upon 
said application shall be issued upon request or upon 
the Commission’s own motion. Persons who request a 
hearing of further developments in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10319/July 11, 1978 


In the Matter of 
ASA LIMITED 
and 


SOUTH AFRICAN INVESTMENT ADVISER 
(PROPRIETARY) LIMITED 

54 Marshall Street 

Johannesburg, South Africa 


(812-4290) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that ASA Limited (“ASA”), 
‘a closed-end, non-diversified management investment 
company registered under the Investment Company 
Act of 1940 (“Act”), and South African Investment 
Adviser (Proprietary) Limited (“SAIA”), the investment 
adviser to ASA (collectively, the “Applicants”), filed an 
application on April 7, 1978, and an amendment thereto 
on June 8, 1978, for an order pursuant to Section 17(b) 
of the Act exempting from the provisions of Section 
17(a) of the Act a proposed sale by SAIA to ASA of 
certain property owned by SAIA. All interested persons 
are referred to the application on file with the 


Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants state that the only business of SAIA since 
its incorporation in 1958 has been to act as investment 
adviser to ASA, a South African corporation. Dillon, 
Read & Co., Inc. owns 50.1% of the outstanding 
shares of SAIA and Samuel P. Reed owns 49.9% of the 
outstanding shares of SAIA. Peter M. Flanigan and 
John H. F. Haskell, Jr. who are Managing Directors 
and stockholders of Dillon, Read & Co., Inc. are 
directors of ASA and of SAIA. Samuel P. Reed is a 
director of ASA and of SAIA. lan G. MacPherson is 
Managing Director of ASA and Managing Director of 
SAIA. The application states that, by reason of the 
foregoing relationships, SAIA is an “affiliated person” 
of an “affiliated person” of ASA as such term is defined 
in the Act pursuant to the definition in Section 2(a)(3) 
of the Act. 


The shareholders of ASA at its annual meeting on April 
29, 1977, approved an Investment Advisory Agreement 
(“Agreement”) with SAIA which provided that it would 
continue in effect (unless terminated sooner in accord- 
ance with its provisions) from each annual meeting of 
ASA shareholders to the next such meeting provided 
that such continuance was specifically approved by a 
vote of the majority of ASA’s outstanding shares and a 
vote of a majority of ASA’s directors who are not 
“interested persons” as defined in Section 2(a)(19) of 
the Act of either Applicant. On February 10, 1978, after 
extended consideration, ASA’s management and Board 
of Directors decided that they did not want to continue 
the Agreement and, therefore, that they would not ask 
ASA’s shareholders to vote to continue it at ASA’s 
annual meeting on April 28, 1978. 


The application states that ASA intends to employ 
directly the operating personnel of SAIA so that ASA 
can provide for itself, at what is expected to be a 


relatively small saving, those services previously 
performed for it by SAIA. ASA will become liable for 
operating expenses of the kind formerly paid for by 
SAIA. 


ASA desires to purchase from SAIA at book value 
certain assets previously used by SAIA in the perform- 
ance of its services under the Agreement. The assets 
consist of two vehicles, office equipment and certain 
furniture and fittings. The aggregate purchase price 
will be less than $25,000. 


Section 17(a)(1) of the Act, with certain exceptions not 
here relevant, prohibits an affiliated person or an 
affiliated person of such person, acting as principal, 
knowingly to sell to a registered company any security 
or other property. Section 17(b) of the Act provides that 
the Commission, upon application, may exempt a 
transaction from the provisions of Section 17(a) of the 
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Act if the evidence establishes that the terms of the 
transaction, including the consideration to be paid or 
received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and 
that the proposed transaction is consistent with the 
policy of the registered investment company 
concerned and the general purposes of the Act. 


The Applicants contend that the book value price is 
fair, since if the assets had to be purchased new the 
price would be substantially higher. The Applicants 
also indicate that the purchase price is below the 
second hand value of the assets to be acquired. On this 
basis, the Applicants state their belief that the terms of 
the proposed transaction, including the consideration 
to be paid, are reasonable and fair and do not involve 
overreaching on the part of any person concerned. 
Applicants represent that the proposed transaction is 
consistent with the policy of ASA as recited in its 
registration statements and reports filed under the Act 
and is consistent with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 4, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail upon Appli- 
cant(s) at the address(es) stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, hy the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 
MUTUAL INVESTING FOUNDATION 
and 


HERITAGE SECURITIES INC. 
One Nationwide Plaza 
Columbus, Ohio 43216 


(812-4182) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT 


Mutual Investing Foundation (“Mutual”), registered 
under the Investment Company Act of 1940 (“Act”) as a 
diversified, open-end management investment com- 
pany, and Heritage Securities, Inc., -Mutual’s principal 
underwriter and investment adviser, filed an 
application on September 1, 1977, and an amendment 
thereto on June 13, 1978, pursuant to Section 6(c) of 
the Act for an order of the Commission exempting from 
Section 22(d) of the Act a proposed plan whereby 
recipients of amounts payable under certain insurance 
contracts may apply such proceeds towards the pur- 
chase of shares of Mutual at reduced sales charges. 


On June 14, 1978, a notice (Investment Company Act 
Release No. 10277) was issued of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 22(d) of the Act, to the extent requested, be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


INTEGRATED GROWTH FUND, INC. (formerly Shiff 
Hedge Fund, Inc. and Murray Hill Fund, Inc.) 

36 Woodland Street 

Hartford, Connecticut 06105 


(812-1297) 


ORDER PURSUANT TO SECTION 8(f) OF THE INVEST- 
MENT COMPANY ACT OF 1940 DECLARING THAT 
THE APPLICANT HAS CEASED TO BE AN INVEST- 
MENT COMPANY. 


On June 16, 1978, a notice was issued (Investment 
Company Act Release No. 10280) stating that Inte- 
grated Growth Fund, Inc. (“Applicant”), registered 
under the Investment Company Act of 1940 (“Act”) as 
an open-end, diversified management investment 
company, filed an application on January 3, 1978, and 
amendments thereto on May 5, 1978, and June 12, 
1978, pursuant to Section 8(f) of the Act, for an order of 
the Commission declaring that the Applicant has 
ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 


has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an_ investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Integrated Growth Fund, Inc., 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
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In the Matter of 
JET CAPITAL CORPORATION 


One Allen Center 
Houston, Texas 77002 


(812-4293) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(b)(2) FOR AN ORDER DECLARING THAT 
APPLICANT IS NOT AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Jet Capital Corpor- 
ation (“Applicant”), a Delaware corporation, filed an 
application on April 19, 1978 and an amendment there- 
to on July 7, 1978, pursuant to Section 3(b)(2) of the 
Investment Company Act of 1940 (the “Act”), for an 
order declaring that Applicant is primarily engaged ina 
business or businesses other than that of investing, re- 
investing, owning, holding or trading in securities. All 
interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Section 3(a)(3) of the Act defines an investment 
company as any issuer which is engaged, or proposes 
to engage, in the business of investing, reinvesting, 
owning, holding, or trading in securities, and owns or 
proposes to acquire investment securities having a 
value exceeding 40 per centum of such issuer’s total 
assets (exclusive of Government securities and cash 
items) on an unconsolidated basis. 


Applicant was. incorporated in 1969, but during that 
year it had minimal assets and virtually no business. 
Applicant states that after a public offering of its 
common stock and warrants to purchase common 
stock increased the assets of Applicant, its business 
became the business of leasing jet aircraft. Applicant 
represents that subsequent to the public offering the 
aircraft leasing business became unattractive and 
shareholder approval was obtained to explore other 
business opportunities in the airline field. This explo- 
ration eventually led in early 1971 to an advisory agree- 
ment with Texas International Airlines, Inc. (“TXIA”), a 
scheduled airline which operates primarily in the 
Southwest as well as in the Republic of Mexico. Appli- 
cant acquired control of TXIA in 1972 as part of acom- 
prehensive refinancing of TXIA designed by Applicant 
and necessitated by losses of $20 million incurred by 
TXIA in the four prior years. In exchange for $1,150,000 
Applicant received 2,040,000 shares of TXIA Series C 
convertible preferred stock and common stock pur- 
chase warrants, expiring June 30, 1982, to purchase 
765,000 shares of TXIA common stock. Applicant 
states that the TXIA Series C convertible preferred 
stock enabled it to cast more than 50% of the votes at 
any meeting of TXIA stockholders. 


As of January 31, 1978 Applicant states that it was en- 
titled to cast 55.7% of the votes at a meeting of TXIA 
stockholders. However, as a result of the issuance by 
TXIA of 990,000 common shares on April 19, 1978, 
Applicant represents that the percentage of such votes 
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which Applicant will be entitled to cast will decline to 
approximately 43.9%, and Applicant’s investment 
securities, as defined in Section 3(a)(3) of the Act, will 
exceed 40% of the value of its total assets. 


Section 3(b)(2) of the Act excepts from the definition of 
an investment company in Section 3(a)(3) of the Act 
any issuer which the Commission finds and by order 
declares to be primarily engaged in a business or 
businesses other than that of investing, reinvesting, 
owning, holding, or trading in securities, either directly 
or (a) through majority-owned subsidiaries or (b) 
through controlled companies conducting similar 
types of businesses. 


Applicant submits that it is entitled to an order of 
exemption under Section 3(b)(2) of the Act because it 
is primarily engaged and has been primarily engaged 
since 1972 in the air transportation business through a 
controlled subsidiary, TXIA. Applicant states that it 
has never been nor held itself out to be an investment 
company, that the three officers of Applicant have been 
principal executive officers of TXIA for more than five 
years and devote nearly all of their business time to the 
affairs of TXIA, and that Applicant’s assets and income 
reflect these factors. Applicant states that in addition 
to having 43.9% of the vote at a meeting of share- 
holders, by virtue of its ownership of a majority of a 
combined class of TXIA’s Series B and Series C pre- 
ferred stock, Applicant has veto power over certain 
corporate action, such as any merger or consolidation 
of TXIA, any sale of all or substantially all of TXIA’s 
assets, the reclassification of the capital shares of 
TXIA or the liquidation of TXIA. Applicant states that 
three of the eight members of the Board of Directors of 
TXIA are directors of Applicant and those three 
constitute a majority of TXIA’s Executive Committee of 
five directors. Applicant represents that as a part of the 
comprehensive refinancing of TXIA and as a part of 
subsequent loan agreements it was provided that TXIA 
would be in default thereunder if it ceased to be 
controlled by Applicant. 


Applicant asserts that it has no present intention of 
engaging in any business activity other than the 
direction and control of TXIA for the foreseeable future 
and that it has no present intention to sell any of its 
securities in TXIA. Applicant also asserts that it will 
maintain control even if the other security holders of 
TXIA converted their preferred stock and exercised 
warrants owned by them, while Applicant took no 
action with respect to its interest in TXIA. 


On the basis of the foregoing statements, Applicant 
submits that it is primarily engaged, through a 
controlled subsidiary, in a business other than that of 
investing, reinvesting, owning, holding or trading in 
securities, and therefore requests that the Commission 
so find and by order declare. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 7, 1978, at 5:30 
p.m., submit to the Commission in writing a request « 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES INVESTOR PROTECTION ACT 
OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 70/July 10, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY SECURITIES INVESTOR PROTECTION CORPOR- 
ATION 


(File No. SIPC-78-1) 


Securities Investor Protection Corporation (“SIPC”) 
submitted on June 26, 1978, a proposed rule change, 
pursuant to Section 3(e)(2) of the Securities Investor 
Protection Act of 1970, to establish certain rules for 
determining what accounts of a customer with a 
member of SIPC will be deemed to be separate 
customer accounts for purposes of SIPC protection. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 10. 





1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SIPC-78-1. 


Copies of the submission, with accompanying 
exhibits, and of ail written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of SIPC. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 71/July 10, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE SECURITIES INVESTOR PROTECTION 
CORPORATION 


(File No. SIPC-78-2) 


The Securities Investor Protection Corporation 
(“SIPC”) submitted on June 26, 1978, a proposed rule 
change, pursuant to Section 3(e)(2) of the Securities 
Investor Protection Act of 1970, setting forth standards 
under which securities accounts that are carried on a 
fully disclosed basis by a SIPC member undergoing 
liquidation will be extended SIPC protection separate 
from that which is provided accounts maintained 
directly by the member for the same customers. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 10, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SIPC-78-2. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 


for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of SIPC. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 72/July 10, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE SECURITIES INVESTOR PROTECTION 
CORPORATION 


(File No. SIPC-78-3) 


The Securities Investor Protection Corporation sub- 
mitted on June 26, 1978, a proposed rule change, 
pursuant to Section 3(e)(2) of the Securities Investor 
Protection Act of 1970, to provide standards for the 
close-out or completion of open contractual commit- 
ments. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 10, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SIPC-78-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of SIPC. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 8460/July 7, 1978 


SECURITIES AND EXCHANGE COMMISSION v. JOS. 
SCHLITZ BREWING CO. (United States District Court 
for the Eastern District of Wisconsin) 


Civil Action No. 77-C-497 


The Securities and Exchange Commission (“Commis- 
sion”) announced today the entry by Judge Myron L. 
Gordon of the United States District Court for the 
Eastern District of Wisconsin of a Final Judgment of 
Permanent Injunction by Consent against the Jos. 
Schlitz Brewing Company (‘“‘Schlitz” or “the company”) 
enjoining Schlitz from violations of the anti-fraud, 
reporting and proxy provisions of the federal securities 
laws. 


The Commission’s Complaint against Schlitz, filed on 
April 7, 1977, alleges that Schlitz, between 1969 and 
1977, in violation of federal and state liquor laws, made 
not less than approximately $3 million in payments of 
money and other things of value to various entities and 
persons to induce them to purchase from Schlitz. The 
Complaint also alleges that Schlitz had, also without 
the requisite disclosure, received payments from 
certain of its Spanish affiliates in violation of Spanish 
tax and exchange laws. 


Schlitz, without admitting or denying the allegations of 
the Commission’s Complaint, consented to the entry 
by the District Court of the Final Judgment of 
Permanent Injunction. 


In addition to consenting to an injunction against vio- 
lations of the anti-fraud, reporting and proxy pro- 
visions of the federal securities laws, Schlitz agreed to 
the District Court’s imposition of certain additional 
relief, including: 


(1) appointment of a Special Review Person (“SRP”) to 
review the results of Schlitz’ own investigation of the 
practices complained of by the Commission, to 
conduct such further investigation as the SRP deems 
appropriate to determine the adequacy of Schlitz’ dis- 
closure, to prepare a report of his findings and recom- 
mendations which will be filed with the Court, and with 
the Commission in a Form 8-K and, if the SRP deems it 
necessary, to require Schlitz to make additional dis- 
closure of the matters complained of by the 
Commission; 


(2) the maintenance of a previously established Audit 
Committee of Schlitz’ Board of Directors composed of 
a majority of independent directors whose functions 
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shall be to review and, if necessary, direct changes in 
the auditing and financial reporting practices of the 
company and to recommend changes in the company’s 
independent auditors, rejection of which recom- 
mendation by the Schlitz Board of Directors would be 
reported in a Form 8-K; 


(3) the maintenance of a previously adopted policy pro- 
hibiting arrangements for or the making of payments 
by Schlitz of money or merchandise in violation of 
federal, state or local law, and the advance disclosure 
on Form 8-K of any change in such policy. 





Litigation Release No. 8461/July 10, 1978 


S.E.C. v. Aydin Corporation, Ayhan Hakimoglu, Jay N. 
Landis and David N. Dry (United States District Court 
for the District of Columbia) 


Civil Action No. 78-1270 


The Securities and Exhange Commission (“Commis- 
sion”) today announced the filing of a Complaint in the 
United States District Court for the District of 
Columbia against Aydin Corporation, Ayhan Haki- 
moglu, President, Chief Executive Officer and Chair- 
man of the Board of Directors of Aydin, Jay N. Landis, 
Treasurer and Comptroller of Aydin and David N. Dry. - 
Executive Vice President and a Director of Aydin and 
President of Aydin Energy Sysytems, a division of 
Aydin. Aydin is a Delaware corporation with principal 
executive offices located at 401 Commerce Drive, Fort 
Washington, Pennsylvania, and with common stock 
listed on the American Stock Exchange. 


The Commission’s Complaint alleges that, beginning 
in or about April 1975, in order to avoid reporting 
losses by the Energy Systems division of Aydin, in 
both quarterly and year-end figures, Hakimoglu 
instructed Landis, Dry and other Energy employees to 
record entries on Energy’s books which were not in ac- 
cordance with either generally accepted accounting 
principles (“GAAP”) or Aydin’s prior accounting 
practices. Such entries postponed the recognition of 
losses and instead resulted in the reporting of profits, 
which profits under GAAP should not have been 
reported or accrued. The principal improper accounting 
practices were: (1) combining for accounting purposes 
a contract on which losses were projected with an un- 
related contract on which profits were projected; (2) 
improperly writing up inventory purchased from Martin 
Marietta Corporation in connection with Aydin’s pur- 
chase of a microwave radio product line from Martin 
Marietta; and (3) improperly inventorying residual 
material on another contract prior to the completion of 
the job. These practices had the effect of enablin 





Aydin to report materially higher earnings for the 
second and third quarters of 1975, j.e., $.64 per share 
reported versus $.25 per share actual for the first two 
quarters of 1975 and $.89 per share reported versus $.35 
per share actual for the first three quarters of 1975. 


The Complaint also alleges that on or about April 14, 
1975 and November 11, 1975, defendants Aydin, Haki- 
moglu, Landis and Dry filed and caused to be filed with 
the Commission quarterly reports on Form 10-Q and 
disseminated and caused to be disseminated to Aydin 
shareholders and the investing public quarterly reports 
of Aydin which were false and misleading in that they 
over-stated Aydin’s pre-tax earnings for the second and 
third quarters of fiscal 1975 by approximately $858,000, 
and $1,197,000, respectively, as a result of the 
improper conduct alleged in the Complaint. The Com- 
plaint further alleges that a report filed in 1976 
purporting to amend such reports failed to disclose the 
circumstances resulting in such prior overstatements 
of earnings. 


The Commission’s Complaint seeks an order of the 
Court permanently enjoining the defendants from 
further violations of the antifraud and reporting pro- 
visions of the Exhange Act and other equitable relief, 
including the establishment of procedures to prevent 
future similar violations. 





Litigation Release No. 8462/July 11, 1978 


UNITED STATES v. RICHARD L. SHIELDS (Northern 
District of Georgia) 


Criminal No. 78-194A 


Jule B. Greene, Administrator for the Atlanta Regional 
Office, and William L. Harper, U.S. Attorney for the 
Northern District of Georgia, announced than on June 
20, 1978, a federal grand jury sitting in Atlanta, 
Georgia, returned a ten-count indictment against 
Richard L. Shields (“Shields”) of Springfield, Missouri. 
The indictment charges Shields with five counts each 
of securities and mail fraud in the offer for sale and 
sale of investment contracts in the form of agreements 
providing for profits on the sale of first-aid and baby 
care products of Medical Professional Aids (“MPA”), a 
now defunct Alabama corporation headquartered in 
Atlanta, Georgia. 


The indictment alleges that Shields misrepresented, 
among other things, that 1,000,000 products would be 
sold in each of five states where MPA would operate, 
arid in one year an investor who invested $2,500 would 
receive $50,000 and at the very least $12,500. The 
ndictment also alleges that Shields failed to tell 


investors that a material amount of the proceeds from 
the sale of the investment contracts would be used for 
Shields’ personal expenses. 


Shields was enjoined in a civil injunctive action in the 
Northern District of Georgia filed by the Commission in 
1976. That action was based on alleged violations of 
the registration and anti-fraud provisions of the federal 
securities laws in the offer for sale and sale of 
investment contracts of MPA. (For further information 
see Litigation Release Nos. 7294 and 7380.) 





Litigation Release No. 8463/July 12, 1978 
U.S. v. Pollack (E.D. Pa.) 
Criminal Information No. 78-8 


Paul F. Leonard, Administrator, and Thomas H. Mona- 
han, Assistant Regional Administrator (Philadelphia), 
of the Washington Regional Office of the Securities 
and Exchange Commission, and Joel M. Friedman, 
Attorney-in-Charge of the Philadelphia Strike Force, 
U.S. Department of Justice, announced that on April 
4, 1978 the Honorable Clarence E. Newcomer, U.S. 
District Judge, sentenced Martin Pollack, a resident of 
Philadelphia, Pennsylvania, to one year’s probation 
during which Pollack was ordered to perform com- 
munity service without pay. On January 2, 1978, 
Pollack had pleaded guilty to the second count of a 
two-count information charging him with filing false 
federal income tax returns for the years 1971 and 1972. 
The tax violations related to Pollack’s employment in 
1971-1972 as a securities salesman at Delphi Capital 
Corporation. (U.S. v. Pollack, E.D. Pa., Criminal 
Information No. 78-8). 


This criminal case was one of several that resulted 
from a 2 %-year grand jury investigation by staff 
members of the Commission, U.S. Postal Services and 
Internal Revenue Service under the direction of the 
Philadelphia Strike Force. 





Litigation Release No. 8464/July 12, 1978 


U.S. v. Birdman, et al. (E.D. Pa., Criminal Action No. 
78-20) 


U.S. v. Richman (E.D. Pa., Criminal Action No. 78-70) 


U.S. v. Arthur Salaman (E.D. Pa., Criminal Information 
No. 78-170) 
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Paul F. Leonard, Administrator, and Thomas H. Mona- 
han, Assistant Regional Administrator (Philadelphia), 
of the Washington Regional Office of the Securities 
and Exchange Commission, and Joel M. Friedman, 
Attorney-in-Charge of the Philadelphia Strike Force, 
U.S. Department of Justice, announced that on June 
27, 1978, the Honorable Clifford S. Green, U.S. District 
Court Judge, sentenced the remaining defendants who 
had pleaded guilty or no contest to charges arising out 
of the manipulation of the common stock of Uni-Shield 
International Corporation in 1972-1973. 


On June 27, Judge Green sentenced Harvey Birdman, a 
resident of Elkins Park, Pennsylvania, and the Presi- 
dent of Uni-Shield, to one year in jail, $100,000 in fines 
and three years probation. On May 23, 1978, Birdman 
had entered a conditional no contest plea over the 
Government’s objection to all twenty-five counts of an 
indictment returned September 6, 1977 charging him 
and five others with conspiracy, securities fraud and 
mail fraud arising out of the manipulation of the 
common stock of Uni-Shield in 1972-1973. Birdman’s 
plea, entered on the day trial was scheduled to begin, 
is conditional upon the Court of Appeals affirming the 
District Court’s ruling which denied defendants’ 
motion to dismiss the indictment. 


Also on June 27, William Richman, a resident of Phila- 
delphia, Pennsylvania, and a former securities sales- 
man and financial consultant for Uni-Shield in 1972-72 
was sentenced by Judge Green to five years probation, 
during three years of which he must spend a yet to be 
determined number of hours per week in community 
service without pay. On May 23, Richman had entered a 
conditional no contest plea, also over the government’s 
objection, to the September 6, 1977 indictment which 
charged him with conspiracy and to all eighteen counts 
of a March 31, 1978 indictment charging him with 
violating and aiding and abetting violations of the anti- 
fraud provisions of the federal securities laws and the 
mail fraud statute in connection with the manipulation 
of the common stock of Uni-Shield. Richman’s plea 
was also conditional upon the Court of Appeals 
affirming Judge Green’s denial of a motion to dismiss 
the indictment. 


Arthur Salaman, a resident of Wyncote, Pennsylvania, 
pleaded guilty on May 23, 1978 to a criminal informa- 
tion charging him with a misdemeanor in connection 
with purchases of Uni-Shield stock made in his name 
by defendant Harvey Birdman. On May 23, Judge Green 
fined Salaman $2,500. As a further condition of that 
plea the Government moved, and the Court agreed, to 
dismiss the September 6, 1977 indictment as to Sala- 
man. 


Bernard Cronin of Magnolia, Massachusetts, a former 
securities salesman in Washington, D.C. during 
1972-1973, was sentenced on May 24, 1978 by Judge 
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Green to four years probation (to run concurrent with 
the three years prqbation sentence imposed on Cronin 
by Judge Clarence E. Newcomer for his guilty pleas to 
conspiracy and stock manipulation in the manipulation 
of Magic Marker common stock) for his plea of no 
contest to one count of securities manipulation. The 
Court dismissed on May 26, pursuant to the 
Government’s motion, the remaining counts of the 
September 6, 1977 indictment against Mr. Cronin and 
all counts of the September 6 indictment against 
Robert Street. Street, a former securities salesman in 
1972-1973, had pleaded guilty on April 4, 1978 to one 
count of securities manipulation in connection with the 
manipulation of Magic Marker common stock in 
1971-1972. For further, information see Litigation 
Release 8402. Alan Hunter, a former securities 
salesman in 1972-1973 and the sixth defendant named 
in the September 6, 1977 indictment, had previously 
pleaded guilty to one count of conspiracy and had been 
sentenced. For further information see Litigation 
Release 8288. 


The September 6, 1977 indictment which led to these 
convictions had charged the various defendants with 
attempting to inflate the price of Uni-Shield stock in 
1972-1973 by, among other devices, using cash and 
stock incentives in excess of $100,000 in undisclosed 
payoffs to securities salesmen for their efforts in 
selling Uni-Shield stock to their customers. 


This criminal case resulted from a lengthy grand jury 
investigation by staff members of the Commission and 
U.S. Postal Service under the direction of the Phila- 
delphia Strike Force. 





Litigation Release No. 8465/July 12, 1978 
U.S. v. Yiddy Bloom, et al. (E.D. Pa.) 
Criminal Action Nos. 77-383 & 77-384 


Paul F. Leonard, Administrator, and Thomas H. Mona- 
han, Assistant Regional Administrator (Philadelphia), 
of the Washington Regional Office of the Securities 
and Exchange Commission, and Joel M. Friedman, 
Attorney-in-Charge of the Philadelphia Strike Fprce, 
U.S. Department of Justice, announced that on May 
26, 1978, the Honorable Clarence E. Newcomer, U.S. 
District Court Judge, sentenced fifteen persons who 
pleaded guilty or no contest and one person found 
guilty after trial, in connection with the indictment of 
such persons for offenses arising out of the manipu- 
lation of the common stock of Magic Marker Corpor- 


‘ation in 1971-1972. For further information, see Liti- 





gation Release No. 8402. On June 2, 1978, Judge New- 
comer sentenced two additional defendants who had 
also previously pleaded guilty. 


Jack Silbiger, a resident of Shawnee Mission, Kansas, 
and a former stock promoter and investor, was 
sentenced to one year in prison and three years pro- 
bation. Sentenced by Judge Newcomer to three years 
probation during which time they must perform com- 
munity service at no compensation were Bernard 
Cronin of Magnolia, Massachusetts, and Lawrence 
Richter of Miami, Florida, former securities salesmen; 
Robert Street of Brooklyn, New York, a former branch 
manager of a Washington, D.C. brokerage firm; and 
Gerald Rafferty, of Brooklyn, New York, a former stock 
specialist on the National Stock Exchange. 


Judge Newcomer sentenced each of the following to 
three years probation and a $1,000 fine: Albert London 
of Lincroft, New Jersey, and Stanley Levin of Wood- 
mere, New York, former floor traders for the National 
Stock Exchange; Jay Teitelbaum of Rockville Centre, 
New York, and Robert Knoth of North Palm Beach, 
Florida, both former securities salesmen; 


Harvey 


Klebanoff, a/k/a Harvey Kaye, a former Vice President 
of the brokerage firm of Delphi Capital Corporation; 
Burton Dubbin, a corporate officer of Casa Bella 
Imports, Inc., Michael Rékoon of Cranford, New 
Jersey, Joseph DeLoge of St. Petersburg, Florida, and 
Joseph Patrick of Glenside, Pennsylvania, former 
securities traders; Charles Birkholz of Las Vegas, 
Nevada and Myron Freeman of Annapolis, Maryland, 
two of Silbiger’s former associates; and John Tees of 
Cornwells Heights, Pennsylvania, a former margin 
clerk for Delphi Capital. Sentenced to three years pro- 
bation and a $5,000 fine was Abraham Salaman, the 
former President of Delphi Capital. 


The above defendants were among 14 persons indicted 
last September by a Federal grand jury and 7 persons 
named in a separate criminal information for their roles 
in a conspiracy that caused the price of Magic Marker 
common stock to rise to $31 per share in July 1972 
from $5 per share in November 1971. The three other 
defendants had previously pleaded guilty and had been 
sentenced. For further information, see Litigation 
Release Nos. 8382 and 8402. 
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